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To reform the health insurance market, to promote the availability and

Mr.

continuity of health coverage, to remove financial barriers to access,
to reform the medicaid program, to enhance health care quality, to
contain costs through market incentives and administrative reforms, to
provide incentives to purchase long-term care insurance, and for other
purposes.
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Mr. THomas of California) introduced the following bill; which was re-
ferred jointly to the Committees on Energy and Commerce, Ways and
Means, Education and Labor, the Judiciary, and Veterans’ Affairs

A BILL

To reform the health insurance market, to promote the avail-
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ability and continuity of health coverage, to remove fi-
nancial barriers to access, to reform the medicaid pro-
gram, to enhance health care quality, to contain costs
through market incentives and administrative reforms,
to provide incentives to purchase long-term care insur-
ance, and for other purposes.

Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,
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SECTION 1. SHORT TITLE; TABLE OF TITLES AND SUB-

TITLES.
(@) SHorRT TITLE.—This Act may be cited as the
“Bipartisan Health Care Reform Act of 1994,
(b) TABLE OF TITLES AND SUBTITLES IN ACT.—The

following are the titles and subtitles contained in this Act:

TITLE I—ASSURING AVAILABILITY AND CONTINUITY OF
HEALTH COVERAGE

Subtitle A—Insurance Reforms

Subtitle B—Benefits

Subtitle C—Employer Responsibilities

Subtitle D—Standards and Certification; Enforcement; Preemption

Subtitle E—Multiple Employer Health Benefits Protections and Related Provi-
sions

Subtitle F—Definitions; General Provisions

TITLE II—-REMOVAL OF FINANCIAL BARRIERS TO ACCESS

Subtitle A—Tax Deductibility for Individuals and Self-Employed
Subtitle B—Premium and Cost-Sharing Subsidy Program for Low-Income Indi-
viduals

TITLE IHI—MEDICAID REFORMS

Subtitle A—Treatment of Acute Care Benefits for AFDC and Non-cash Bene-
ficiaries

Subtitle B—Flexibility in Expenditures for Supplemental Benefits for AFDC
and Non-cash Beneficiaries

Subtitle C—Increased State Flexibility in Contracting for Coordinated Care

Subtitle D—Additional Medicaid Reforms

TITLE IV—-ACCESS IMPROVEMENTS

Subtitle A—Expanding Access in Underserved Areas

Subtitle B—Improved Access in Rural Areas

Subtitle C—Academic Health Centers

Subtitle D—United States-Mexico Border Health Commission

TITLE V—HEALTH CARE QUALITY ENHANCEMENT

Subtitle A—Quality Assurance
Subtitle B—Primary Care Provider Education

TITLE VI—MARKET INCENTIVES TO CONTAINING COSTS

Subtitle A—Facilitating Establishment of Health Plan Purchasing Organization
(HPPOs)

Subtitle B—Preemption of State Benefit Mandates and Anti-Managed Care
Laws

Subtitle C—Malpractice Reform
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Subtitle D—Administrative Simplification
Subtitle E—Fair Health Information Practices
Subtitle F—Antitrust

Subtitle G—Fraud and Abuse

Subtitle H—Billing for Laboratory Services

TITLE VII—MEDICARE

Subtitle A—Increased Beneficiary Choice; Improved Program Efficiency
Subtitle B—Savings

TITLE VIHI—INCENTIVES TO PURCHASE LONG-TERM CARE
INSURANCE

Subtitle A—Establishment of Federal Standards for Long-term Care Insurance
Subtitle B—Tax Treatment of Long-term Care Insurance

TITLE IX—DEPARTMENT OF VETERANS AFFAIRS

TITLE X—MISCELLANEOUS SAVINGS PROVISIONS

Subtitle A—Automobile Insurance Coordination
Subtitle B—Prefunding Government Health Benefits Contributions

TITLE I—ASSURING
AVAILABILITY AND CONTINUITY
OF HEALTH COVERAGE

TABLE OF CONTENTS OF TITLE
Subtitle A—Insurance Reform

PART 1—GUARANTEED AcCESS TO HEALTH COVERAGE

Sec. 1001. Guaranteed offer by carriers.

Sec. 1002. Guaranteed issue by carriers.

Sec. 1003. Guaranteed renewal.

Sec. 1004. Restricting preexisting condition exclusions.

Sec. 1005. Enroliment periods.

Sec. 1006. Treatment of religious fraternal benefit societies.

PART 2—PRrovisioN oF BENEFITS

Sec. 1011. Standards for managed care arrangements.

Sec. 1012. Utilization review.

Sec. 1013. Requirements for arrangements with essential community providers.
Sec. 1014. Medical savings accounts.

PART 3—FAIR RATING PRACTICES

Sec. 1021. Use of fair rating practices.
Sec. 1022. Coordination with premium assistance certificate program.
Sec. 1023. Establishment of risk adjustment mechanisms.
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PART 4—CONSUMER PROTECTIONS

Sec. 1031. Requirement for provision of information.
Sec. 1032. Prohibition of improper incentives.
Sec. 1033. Written policies and procedures respecting advance directives.

Subtitle B—Benefits

Sec. 1101. Qualified health coverage.

Sec. 1102. Standard coverage.

Sec. 1103. High-deductible coverage.

Sec. 1104. Actuarial valuation of benefits.

Sec. 1105. Limitation on offering supplemental benefits.
Sec. 1106. Family coverage option; supplemental coverage.
Sec. 1107. Level playing field for providers.

Subtitle C—Employer Responsibilities

Sec. 1201. Requiring employers to offer option of coverage.
Sec. 1202. Nondiscrimination under group health plans.
Sec. 1203. Effective dates.

Subtitle D—Standards and Certification; Enforcement;
Preemption; General Provisions

Sec. 1301. Establishment of standards.

Sec. 1302. Application of standards to carriers through States.
Sec. 1303. Application to group health plans.

Sec. 1304. Enforcement.

Sec. 1305. Limitation on self insurance for small employers.

Subtitle E—Multiple Employer Health Benefits Protections
and Related Provisions

PART 1—MuLTIPLE EMPLOYER HEALTH BENEFITS PROTECTIONS

Sec. 1401. Limited exemption from certain restrictions on ERISA preemption
of State law for health plans maintained by multiple employers
subject to certain Federal standards.

“PART 7—MuLTIPLE EMPLOYER HEALTH PLANS

“Sec. 701. Definitions.

“Sec. 702. Certified multiple employer health plans relieved of certain re-
strictions on preemption of State law and treated as em-
ployee welfare benefit plans.

“Sec. 703. Certification procedure.

“Sec. 704. Eligibility requirements.

“Sec. 705. Additional requirements applicable to certified multiple em-
ployer health plans.

“Sec. 706. Disclosure to participating employers by arrangements provid-
ing medical care.

“Sec. 707. Maintenance of reserves.

““Sec. 708. Corrective actions.

“Sec. 709. Expiration, suspension, or revocation of certification.

“Sec. 710. Review of actions of the secretary.

“Sec. 711. Small employer pooling arrangements.”

Sec. 1402. Clarification of scope of preemption rules.

*HR 5228 IH
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Sec. 1403. Clarification of treatment of single employer arrangements.

Sec. 1404. Clarification of treatment of certain collectively bargained arrange-
ments.

Sec. 1405. Employee leasing health care arrangements.

Sec. 1406. Enforcement provisions relating to multiple employer welfare ar-
rangements and employee leasing health care arrangements.

Sec. 1407. Filing requirements for multiple employer welfare arrangements pro-
viding health benefits.

Sec. 1408. Cooperation between Federal and State authorities.

Sec. 1409. Effective date; transitional rules.

PART 2—SIMPLIFYING FILING OF REPORTS FOR EMPLOYERS COVERED
UNDER MuLTIPLE EMPLOYER WELFARE ARRANGEMENTS PROVIDING
FuLLy INSURED CoVERAGE CONSISTING OF MEDICAL CARE

Sec. 1411. Single annual filing for all participating employers.
Subtitle F—Definitions; General Provisions

PART 1—DEFINITIONS

Sec. 1901. General definitions.

Sec. 1902. Definitions relating to employment.

Sec. 1903. Definitions relating to health coverage, plans, and carriers.
Sec. 1904. Definitions relating to residence and immigration status.
Sec. 1905. Effective dates.

PART 2—REPORT AND RECOMMENDATIONS ON HEALTH COVERAGE AND
ACCESS

Sec. 1911. Objective of full access and coverage.
Sec. 1912. Report and recommendations on achievement of objective for health
coverage and access.

Subtitle A—Insurance Reform
PART 1—GUARANTEED ACCESS TO HEALTH
COVERAGE

SEC. 1001. GUARANTEED OFFER BY CARRIERS.

(a) IN GENERAL.—Each carrier that offers health in-
surance coverage in the individual/small group market in
a fair rating area (as defined in section 1903) shall make
available, to each qualifying individual (as defined in sec-
tion 1904(3)) or small employer (covered in such market)

In such fair rating area—

*HR 5228 IH
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(1) qualified standard coverage consistent with
section 1102, and

(2) subject to subsection (b), qualified high-de-
ductible coverage consistent with section 1103.

(b) HicH-DEDUCTIBLE COVERAGE.—

(1) EXCEPTION FOR HEALTH MAINTENANCE
ORGANIZATIONS.—The requirement of subsection
(a)(2) shall not apply with respect to health insur-
ance coverage that—

(A) is provided by a Federally qualified
health maintenance organization (as defined in
section 1301(a) of the Public Health Service
Act), or

(B) is not provided by such an organiza-
tion but is provided by an organization recog-
nized under State law as a health maintenance
organization or managed care organization or a
similar organization regulated under State law
for solvency.

(2) LIMITATION ON OFFER OF HIGH-DEDUCT-
IBLE cCOVERAGE.—Qualified high-deductible coverage
may not be made available by a carrier to a qualify-
ing individual (or to a small employer with respect
to an employee) unless the carrier also makes avail-

able qualified standard coverage that has identical

*HR 5228 IH
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benefits (other than the amount of the deductible)

and the individual or employee demonstrates to the
carrier that the individual or employee has available
assets (as defined by the Secretary) equal to at least
the deductible amount established under section
1104(b)(1) applicable to the high-deductible cov-
erage. A carrier may not make available to an indi-
vidual health coverage (other than coverage for sup-
plemental benefits) the actuarial value of which is
less than the actuarial value of qualified high-de-
ductible coverage, unless the individual has available
assets (as defined by the Secretary) equal to at least
the deductible amount of the coverage offered.

(3) OPTION TO OFFER MEDISAVE COVERAGE.—
The offer of high-deductible coverage under sub-
section (a)(2) may be accompanied by the contribu-
tion by an employer to a medical savings account (in
accordance with section 7705 of the Internal Reve-
nue Code of 1986).

(c) CovERAGE OF ENTIRE RATING AREA.—

(1) IN GENERAL.—With respect to each fair
rating area for which a carrier offers health insur-
ance coverage, the carrier shall provide for coverage
of benefits for items and services furnished through-

out the fair rating area.

*HR 5228 IH
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(2) SPECIAL RULE FOR CARRIERS OFFERING
COVERAGE IN MULTI-STATE METROPOLITAN STATIS-
TICAL AREAS.—In the case of a carrier that offers
qualified health insurance coverage in the individual/
small employer market in a portion of a State that
is located in an interstate metropolitan statistical
area, the carrier may not provide such coverage with
respect to an individual or employer in such metro-
politan statistical area unless the carrier also offers
such coverage in other portions of the area located
in other States.

(3) SPECIAL RULE FOR COVERAGE THROUGH
MANAGED CARE ARRANGEMENT.—In the case of cov-
erage offered by a carrier or under a group health
plan to the extent that it provides benefits through
a managed care arrangement in a fair rating area,
this subsection shall not be construed as requiring
the establishment of facilities throughout the area, if
the facilities are located consistent with section
1002(b)(2).

(d) FamiLy CoverAGE OpPTION.—The offer of cov-

22 erage under this section with respect to an individual shall

23 include the option of coverage of family members of the

24 individual.

*HR 5228 IH
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(e) LimiTaTION ON CARRIERS.—A carrier may not
require an employer under a group health plan to impose
through a waiting period for health coverage under a plan
or similarly require a limitation or condition on health cov-
erage or benefits based on—

(1) the health status of an individual,

(2) claims experience of an individual,

(3) receipt of health care by an individual,

(4) medical history of an individual,

(5) receipt of public subsidies by an individual,
or

(6) lack of evidence of insurability of an individ-
ual.

SEC. 1002. GUARANTEED ISSUE BY CARRIERS.

(a) IN GENERAL.—Subject to subsections (b) and (c)
and section 1003, each carrier that offers health insurance
coverage in the individual/small group market in a fair rat-
ing area—

(1) must accept every small employer in the
area that applies for such coverage during an enroll-
ment period provided under section 1005; and

(2) must accept for enrollment under such cov-
erage every qualifying individual (and family mem-
ber of such an individual) who applies for enrollment

during an enrollment period provided under section

*HR 5228 IH
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1005 and may not place any restriction on the eligi-
bility of an individual to enroll so long as such indi-
vidual is a qualifying individual.

(b) SPecIAL RULES FOR MANAGED CARE ARRANGE-
MENTS.—In the case of coverage offered by a carrier or
under a group health plan that provides benefits through
a managed care arrangement in a fair rating area, the

carrier or plan—
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(1) need not establish facilities for the delivery
of health care services throughout the area so long
as such facilities are located in a manner that does
not discriminate on the basis of health status of in-
dividuals residing in proximity to such facilities, and

(2) may deny such coverage in a fair rating
area to employers or individuals if the organization
demonstrates to the applicable regulatory authority
that—

(A) it will not have the capacity to deliver
services adequately to enrollees of any addi-
tional groups or additional enrollees because of
its obligations to existing group contract hold-
ers and enrollees, and

(B) it is applying this paragraph uniformly
to all employers and individuals without regard

to the health status, claims experience, or dura-

*HR 5228 IH
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tion of coverage of those employers and their
employees.
Coverage may be denied under paragraph (2) only if the
denial is applied during a consecutive period of at least
180 days.

(c) SPECIAL RULE FOR FINANCIAL CAPACITY Liwm-
ITs.—In addition to the authority provided under sub-
section (b)(2), in the case of coverage offered by any car-
rier, the carrier may deny coverage to a small employer
or individual if the carrier demonstrates to the applicable
regulatory authority that—

(1) it does not have the financial reserves nec-
essary to underwrite additional coverage, and
(2) it is applying this subsection uniformly to
all employers and individuals without regard to the
health status, claims experience, or duration of cov-
erage of those employers and their employees.
Coverage may be denied under this subsection only if the
denial is applied during a consecutive period of at least
180 days.
SEC. 1003. GUARANTEED RENEWAL.

(a) LIMITATION ON TERMINATION BY CARRIERS.—

A carrier may not deny, cancel, or refuse to renew health

coverage of a qualifying individual or eligible employer

*HR 5228 IH
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1 within a type of coverage option described in section

2 1903(15) except—

3 (1) on the basis of nonpayment of premiums,

4 (2) on the basis of fraud or misrepresentation,
5 or

6 (3) subject to subsection (b), in a fair rating
7 area because the carrier is ceasing to provide any
8 health insurance coverage in the individual/small
9 group market within such type of coverage option in
10 the area.

11 (b) LiMmITATIONS ON MARKET EXIT BY CARRIERS.—
12 (1) NoTice, eTc.—Subsection (a)(3) shall not
13 apply to a carrier ceasing to provide health insur-
14 ance coverage unless—

15 (A) such termination of coverage takes ef-
16 fect at the end of a contract year, and

17 (B) the carrier provides notice of such ter-
18 mination to employers and individuals covered
19 at least 30 days before the date of an annual
20 open enrollment period established with respect
21 to the employer or individual under section
22 1005.

23 (2) LIMITATION ON REENTRY IN INDIVIDUAL/
24 SMALL GROUP MARKET.—If a carrier ceases to offer
25 or provide health insurance coverage in an area with

*HR 5228 IH
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respect to the individual/small group market for a
type of coverage option, the insurer may not offer
health insurance coverage in the area in such market
within such type of coverage option until 5 years
after the date of the termination.

(¢) RULE FOR MULTIEMPLOYER PLANS AND CER-
TIFIED MuLTIPLE EMPLOYER HEALTH.—A multiem-
ployer plan and a certified multiple employer health plan
may not cancel coverage or deny renewal of coverage
under such a plan with respect to an employer other
than—

(1) for nonpayment of contributions,
(2) for fraud or other misrepresentation by the
employer, or
(3) because the plan is ceasing to provide any
coverage in a geographic area.
SEC. 1004. RESTRICTING PREEXISTING CONDITION EXCLU-
SIONS.

(a) IN GENERAL.—EXcept as provided in this section,
a carrier or group health plan providing health coverage
may not exclude health coverage with respect to services
related to treatment of a condition based on the fact that
the condition of an individual existed before the effective
date of coverage of the individual.

(b) LimiTED 6-MONTH EXCLUSION PERMITTED.—

*HR 5228 IH
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(1) IN GENERAL.—Subject to paragraph (2)

and subsections (c) through (e), a carrier or group
health plan providing health coverage may exclude
health coverage with respect to services related to
treatment of a condition of an individual based on
the fact that the condition existed before the effec-
tive date of coverage of the individual only if the pe-
riod of the exclusion does not exceed 6 months be-
ginning on the date of coverage.
(2) CREDITING OF PREVIOUS COVERAGE.—

(A) IN GENERAL.—A carrier or group
health plan providing health coverage shall pro-
vide that if a covered individual is in a period
of continuous coverage (as defined in subpara-
graph (C)) as of a date upon which coverage is
initiated or reinitiated, any period of exclusion
of coverage with respect to a preexisting condi-
tion (as defined in subparagraph (B)) for such
services or type of services shall be reduced by
1 month for each month in the period of contin-
uous coverage.

(B) PREEXISTING CONDITION DEFINED.—
In this paragraph, the term “‘preexisting condi-
tion”” means, with respect to health coverage, a

condition which has been diagnosed or treated

*HR 5228 IH
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during the 3-month period ending on the day

before the first date of such coverage (without
regard to any waiting period).

(C) PERIOD OF CONTINUOUS COVERAGE.—
In this part, the term “period of continuous
coverage” means the period beginning on the
date an individual has health coverage (or cov-
erage under a public plan providing medical
benefits) and ends on the date the individual
does not have such coverage for a continuous
period of more than 3 months (or 6 months in
the case of an individual who loses coverage due
to involuntary termination of employment, other
than by reason of an employee’s gross mis-
conduct).

(c) ExcrLusioN NOT APPLICABLE TO PREGNANCY.—
Any exclusion of coverage under subsection (b)(1) shall
not apply if the exclusion relates to pregnancy.

(d) ExcrusioN NoT APPLICABLE TO NEWBORNS
AND ADOPTED CHILDREN.—

(1) NewsorNs.—Any exclusion of coverage
under subsection (b)(1) shall not apply to a child
who is covered at the time of birth and remains in

a period of continuous coverage after such time.

*HR 5228 IH
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1 (2) ADOPTED CHILDREN.—ANYy exclusion of

2 coverage under subsection (b)(1) shall not apply (be-

3 ginning on the date of adoption) to an adopted child

4 who is covered at the time of adoption and remains

5 in a period of continuous coverage after such time.

6 (e) ExcLusioN NOT APPLICABLE TO INDIVIDUALS

7 ENROLLED OR ENROLLING DURING CERTAIN OPEN EN-

8 ROLLMENT PERIODS.—

9 (1) INDIVIDUALS ENROLLING DURING PE-
10 RiIoD.—In the case of an individual who enrolls and
11 obtains coverage during an open enrollment period
12 described in section 1005(b), any exclusion of cov-
13 erage under subsection (b)(1) shall not apply so long
14 as the individual remains in a period of continuous
15 coverage.

16 (2) INDIVIDUALS ENROLLED AT BEGINNING OF
17 PERIOD.—In the case of an individual who has
18 health coverage as of the first day of the initial open

19 enroliment period described in section 1005(b)(1),

20 any exclusion of coverage under subsection (b)(1)
21 shall not apply as of such date and so long as the
22 individual is in a period of continuous coverage.

23 (f) APpLICATION OF RuULES BY CERTAIN HEALTH

24 MAINTENANCE ORGANIZATIONS.—A health maintenance

25 organization that provides health insurance coverage shall

*HR 5228 IH
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not be considered as failing to meet the requirements of
section 1301 of the Public Health Service Act notwith-
standing that it provides for an exclusion of the coverage
based on a preexisting condition consistent with the provi-
sions of this part so long as such exclusion is applied con-
sistent with the provisions of this part.

SEC. 1005. ENROLLMENT PERIODS.

(@) IN GENERAL.—Each carrier and each group
health plan providing health coverage (and each health
plan purchasing organization under subtitle A of title V)
in the individual/small group market shall permit qualify-
ing individuals and eligible employers to obtain health cov-
erage from the carrier or group health plan during each
enrollment period provided under this section.

(b) OPEN ENROLLMENT PERIODS FOR WHICH PRE-
EXISTING CONDITION ExcLuUsIONS WAIVED.—

(1) INniTIAL PERIOD.—There shall be an initial
open enrollment period, with respect to individuals
and employees who are residents of a State, during
the 60-day period beginning on January 1, 1997.

(2) INDIVIDUALS ELIGIBLE FOR SUBSIDIES.—
There shall be an individual open enrollment period
with respect to an individual at the time the individ-
ual first becomes eligible for any premium assistance

under part A of title XXI of the Social Security Act,

*HR 5228 IH
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during the 60-day period beginning on the first date

the individual meets eligibility criteria within any
12-month period.

(83) CourT ORDERS.—If a court has ordered
that coverage be provided for a spouse or child of an
employee or individual under health coverage of the
employee or individual, there shall be an open enroll-
ment period during the 30-day period beginning on
the date of issuance of the court order.

(4) ENROLLMENT OF NEWBORNS AND NEWLY
ADOPTED CHILDREN.—There shall be an open en-
rollment period with respect to a newborn child and
a newly adopted child during the 30-day period be-
ginning on the date of the birth or adoption of a
child, if family coverage is available as of such date.

(c) ANNUAL OPEN ENROLLMENT PERIODS FOR

WHICcH PREEXISTING CONDITION EXxcLusioNns MAY

APPLY.—

(1) INn ceNeErRAL.—Each carrier and each group
health plan providing health coverage (and each
health plan purchasing organization under subtitle A
of title V) in the individual/small group market shall
provide for at least one annual open enrollment pe-

riod (of not less than 30 days) each year. Such pe-

*HR 5228 IH
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riod shall be in addition to the open enrollment peri-
ods described in subsection (b).
(2) COORDINATION.—

(A) CARRIERS IN INDIVIDUAL/SMALL

1
2
3
4
5 GROUP MARKET.—Such annual open enrollment
6 periods with respect to carriers in the individ-
7 ual/small group market are subject to coordina-
8 tion by States.

9 (B) GROuP HEALTH PLANS.—Such annual
10 open enrollment periods with respect to any
11 group health plan are subject to coordination in
12 order to meet the requirement of section
13 1201(a)(2)(F).

14 (d) OTHER OPEN ENROLLMENT PERIODS FOR

15 WHIcH PREEXISTING CONDITION EXxcLusionNs MAY

16 ApPLY.—

17 (1) TERMINATION OF RESIDENCE AREA.—For
18 each qualifying individual, at the time the individual
19 terminates residence in the service area of coverage
20 provided by a carrier to the individual, there shall be
21 an open enrollment period (of not less than 30 days)
22 during which the individual may enroll in health cov-
23 erage.

24 (2) FAMILY OR EMPLOYMENT CHANGES.—In
25 the case of a qualifying individual who—

*HR 5228 IH
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(A) through divorce or death of a family

member experiences a change in family com-

position, or

(B) experiences a change in employment
status (including a significant change in the
terms and conditions of employment or the
terms and conditions of employment of a
spouse),

there shall be an open enrollment period (of at least
30 days) in which the individual is permitted to
change the individual or family basis of coverage or
the health coverage in which the individual is en-
rolled. The circumstances under which such enroll-
ment periods are required and the duration of such
periods shall be specified by the Secretary.

(3) ENROLLMENT DUE TO LOSS OF PREVIOUS
COVERAGE.—In the case of a qualifying individual
who—

(A) had health coverage at the time of an
individual’s enrollment period,

(B) stated at the time of such period that
having other health coverage was the reason for
declining enrollment, and

(C) lost the other health coverage as a re-

sult of the termination of the coverage, termi-

*HR 5228 IH
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nation or reduction of employment, or other

reason, except termination at the option of the

individual,
there shall be an open enrollment period during the
30-day period beginning on the date of termination
of the other coverage.

(4) ENROLLMENT AT TIME OF MARRIAGE.—
There shall be an open enrollment period with re-
spect to the spouse of an individual (including chil-
dren of the spouse) during the 30-day period begin-
ning on the date of the marriage, if family coverage
is available as of such date.

(5) No EFFECT ON COBRA CONTINUATION BEN-
EFITS.—Nothing in this subsection shall be con-
strued as affecting rights of individuals to continu-
ation coverage under section 4980B of the Internal
Revenue Code of 1986, part 6 of subtitle B of title
I of the Employee Retirement Income Security Act
of 1974, or title XXII of the Public Health Service
Act.

(e) PERIOD OF COVERAGE.—

(1) IN GENERAL.—IN the case of a qualifying
individual who enrolls under health coverage during
an open enrollment period under this section, cov-

erage shall begin on such date (not later than the

*HR 5228 IH
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1 first day of the first month that begins at least 15
2 days after the date of enrollment) as the Secretary
3 shall specify, consistent with this subsection.
4 (2) COVERAGE OF FAMILY MEMBERS.—In the
5 case of an open enrollment period described in sub-
6 section (b)(3), (b)(4), or (d)(4), the Secretary shall
7 provide for coverage of family members to begin as
8 soon as possible on or after the date of the event
9 that gives rise to the special enrollment period (or,
10 in the case of birth or adoption, as of the date of
11 birth or adoption).
12 sEcC. 1006. TREATMENT OF RELIGIOUS FRATERNAL BENE-
13 FIT SOCIETIES.

14 (a) IN GENERAL.—Sections 1001 and 1002 shall not
15 apply to any religious fraternal benefit society in existence

16 as of September 1993, which—

17 (1) bears the risk of providing insurance to its
18 members, and
19 (2) is an organization described in section

20 501(c)(8) of the Internal Revenue Code of 1986
21 which is exempt from taxation under section 501(a)
22 of such Code.

23 (b) DEFINITION.—IN subsection (a), the term “fra-
24 ternal benefit society”” includes any affiliate or wholly-

25 owned subsidiary of a fraternal benefit society, including
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a health maintenance organization insofar as it is utilized
directly or indirectly to provide managed care to members
of the society.
PART 2—PROVISION OF BENEFITS
SEC. 1011. STANDARDS FOR MANAGED CARE ARRANGE-
MENTS.

() APPLICATION OF REQUIREMENTS.—Each group
health plan, and each carrier providing health insurance
coverage, that provides for health care through a managed
care arrangement (as defined in section 1903(12)(A))
shall comply with the applicable requirements of this sec-
tion.

(b) ScorPE oF ARRANGEMENTS WITH PROVIDERS.—

(1) Access 10 cARE.—The entity providing for
a managed care arrangement with respect to health
coverage shall enter into such agreements with
health care providers (including primary and spe-
cialty providers, such as providers for children) or
have such other arrangements as may be necessary
to assure that covered individuals have reasonably
prompt access through the entity’s provider network
to all items and services contained in the package of
benefits for which coverage is provided (including ac-
cess to emergency services on a 24-hour basis where

medically necessary), in a manner that assures the
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continuity of the provision of such items and serv-
ices. Such access shall take into account the diverse
needs of enrollees and proximity to the workplaces
or residences of enrollees.

(2) ACCESS TO CENTERS OF EXCELLENCE.—

(A) IN GENERAL.—The entity providing
for a managed care arrangement under health
coverage shall demonstrate that covered individ-
uals (including individuals with chronic dis-
eases) have access through the entity’s provider
network to specialized treatment expertise.
Such entity may demonstrate such access
through contracts with centers of excellence de-
scribed in subparagraph (B).

(B) DESIGNATION OF CENTERS OF EXCEL-
LENCE.—The Secretary shall establish a proc-
ess for the designation of facilities, including
children’s hospitals and other pediatric facili-
ties, as centers of excellence for purposes of this
paragraph. A facility may not be designated un-
less the facility is determined—

(i) to provide specialty care,
(ii) to deliver care for complex cases
requiring specialized treatment and for in-

dividuals with chronic diseases, and
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(iii) to meet other requirements that
may be established by the Secretary relat-
ing to specialized education and training of
health professionals, participation in peer-
reviewed research, or treatment of patients
from outside the geographic area of the fa-
cility.

(3) CHOICE OF PERSONAL PHYSICIAN.—The en-
tity providing for a managed care arrangement
under health coverage shall permit each enrollee to
choose a personal physician from among available
participating physicians and change that selection as
appropriate.

(¢) ProvisioN oF EMERGENCY CARE SERVICES.—

(1) IN GENERAL.—The entity providing for a
managed care arrangement under health coverage
must cover medically necessary emergency care serv-
ices provided to covered individuals (including trau-
ma services, such as those provided by designated
trauma centers), without regard to whether or not
the provider furnishing such services has a contrac-
tual (or other) arrangement with the entity to pro-
vide items or services to covered individuals and, in
the case of services furnished for the treatment of

an emergency medical condition (as defined in sec-
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tion 1867(e)(1) of the Social Security Act), without

regard to prior authorization.

(2) DESIGNATED TRAUMA CENTERS DE-
FINED.—In paragraph (1), the term *‘designated
trauma center’—

(A) has the meaning given such term in
section 1231 of the Public Health Service Act,
and

(B) includes (for years prior to 2001) a
trauma center that—

(i) is located in a State that has not
designated trauma centers under section

1213 of such Act, and

(if) the Secretary finds it meets the
standards under such section to be a des-
ignated trauma center.

(d) DUE PROCESS STANDARDS RELATING TO PRoO-
VIDER NETWORKS.—

(1) STANDARDS FOR SELECTION OF PROVIDERS
FOR NETWORK.—

(A) EsSTABLISHMENT.—The entity provid-
ing for a managed care arrangement under
health coverage shall establish standards (in-
cluding criteria for quality, efficiency,

credentialing, and services) to be used by the

*HR 5228 IH



© 00 N O 0o B~ W N PP

N N DN DN DD P PP PPk PR PP
o A WO N P O ©W 00 N O O b W N B O

Title 1, Subtitle A
27

entity for contracting with health care providers
with respect to the entity’s provider network.
Such standards shall be established in consulta-
tion with providers who are members of the net-
work, including providers who are members of
the advisory committee established under para-
graph (3)(D).

(B) DISTRIBUTION OF INFORMATION.—
Descriptive information regarding these stand-
ards and criteria shall be made available to en-
rollees, providers who are members of the net-
work, and prospective enrollees and prospective
participating providers, including notice of when
applications for participation will be accepted.

(C) NoOTICE OF DENIALS.—The entity
shall provide written notice to the provider of
any denial of an application to participate in
the provider network.

(2) TERMINATION PROCESS.—

(A) IN GENERAL.—The entity may not ter-
minate or refuse to renew a participation agree-
ment with a provider in the entity’s provider
network unless the entity provides written noti-
fication to the provider of the entity’s decision

to terminate or refuse to renew the agreement.
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The notification shall include a statement of the
reasons for the entity’s decision, consistent with
the standards established under paragraph (1).

(B) TIMING OF NOTIFICATION.—The en-
tity shall provide the notification required under
subparagraph (A) at least 45 days prior to the
effective date of the termination or expiration of
the agreement (whichever is applicable). The
previous sentence shall not apply if failure to
terminate the agreement prior to the deadline
would adversely affect the health or safety of a
covered individual.
(3) REVIEW PROCESS.—

(A) IN GENERAL.—The entity shall provide
a process under which the provider may request
a review of the entity’s decision to terminate or
refuse to renew the provider’s participation
agreement. Such review shall be conducted by a
group of individuals the majority of whom are
health care providers who are members of the
entity’s provider network or employees of the
entity, and who are members of the same pro-
fession as the provider who requests the review.

(B) CounseL.—If the provider requests in

advance, the entity shall permit an attorney
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representing the provider to be present at the
provider’s review.

(C) ReviEw ADvVISORY.—The findings and
conclusions of a review under this paragraph
may be advisory and non-binding.

(D) ADVISORY COMMITTEE.—The entity
shall establish an advisory committee of partici-
pating physicians with whom it consults, on an
advisory basis, on the termination of physicians
who have been participating in the provider net-
work. In making recommendations to the en-
tity, such an advisory committee shall consider
such features of the physician’s practice, relat-
ing to case mix and age of patients, as may
lead the physician to have higher than expected
treatment costs for the patients of the physician
who are enrollees.

(4) ConsTrucTION.—Nothing in this sub-

section shall be construed to affect any other provi-
sion of law that provides an appeals process or other
form of relief to a provider of health care services
or an entity providing for a managed care arrange-
ment.

() No REFERRAL REQUIRED FOR OBSTETRICS AND

25 GYNEcoLoGY.—A carrier or group health plan may not
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require an individual to obtain a referral from a physician
in order to obtain covered items and services from a physi-
cian who specializes in obstetrics and gynecology.

SEC. 1012. UTILIZATION REVIEW.

(2) ESTABLISHMENT OF STANDARDS BY SEC-
RETARY.—The Secretary shall establish standards for uti-
lization review programs, consistent with subsection (c),
and shall periodically review and update such standards
to reflect changes in the delivery of health care services.
The Secretary shall establish such standards in consulta-
tion with appropriate parties.

(b) REQUIRING REVIEW TO MEET STANDARDS.—A
group health plan or carrier providing health insurance
coverage may not deny coverage of or payment for items
and services on the basis of a utilization review program
unless the program meets the standards established by the
Secretary under this section.

(¢) REQUIREMENTS FOR STANDARDS.—Under the
standards established under subsection (a)—

(1) individuals performing utilization review
may not receive financial compensation based upon
the number of denials of coverage;

(2) negative determinations of the medical ne-

cessity or appropriateness of services or the site at
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which services are furnished may be made only by
clinically qualified personnel;

(3) the utilization review program shall provide
for a process under which an enrollee or provider
may obtain timely review of a denial of coverage, in-
cluding upon request a review conducted by the med-
ical director of the carrier or plan or a physician
designated by the carrier or plan;

(4) utilization review shall be conducted in ac-
cordance with uniformly applied standards that are
based on currently available medical evidence; and

(5) providers shall participate in the develop-
ment of the utilization review program.

(d) PReempTION.—FoOr provision preempting State

laws relating to utilization review, see section 6103.

SEC. 1013. REQUIREMENTS FOR ARRANGEMENTS WITH ES-

SENTIAL COMMUNITY PROVIDERS.
(2) REQUIREMENT.—

(1) IN GENERAL.—Subject to subsection (d),
each group health plan and each carrier providing
qualified health coverage to individuals residing in a
fair rating area (or service area in the case of a car-
rier that is a health maintenance organization) shall,
with respect to at least one essential community pro-

vider (as defined in subsection (c)) within each class
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of such a provider (as described in paragraph (2))
located within the area, enter into a written provider
participation agreement (described in subsection (b))
with the provider, unless all the providers in the
class have declined to enter into such a contract with
the plan or carrier.

(2) CrLAss DEFINED.—For purposes of the
paragraph (1), providers described in each para-
graph of subsection (c) shall constitute a separate
“class’ of providers.

(b) PARTICIPATION AGREEMENT.—A participation
agreement between a group health plan or carrier and an
essential community provider under this subsection shall
provide that the plan or carrier agrees to treat the pro-
vider in accordance with terms and conditions at least as
favorable as those that are applicable to other providers
with a participation agreement with the plan or carrier
with respect to the scope of services for which payment
Is made by the plan or carrier to the provider.

(c) EssenTiAL  COMMUNITY PROVIDERS DE-
scrIBED.—In this section, an “essential community pro-
vider”” means any of the following:

(1) CERTAIN MEDICARE DISPROPORTIONATE

SHARE HOSPITALS.—A hospital—
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(A) described in section
1886(d)(5)(F)(i)(11) of the Social Security Act;

(B) described in section
1886(d)(5)(F)(iv)(l) of such Act with a dis-
proportionate patient percentage (as defined in
section 1886(d)(5)(F)(vi) of such Act) greater
than 20.2; or

(C) that would be described in subpara-
graph (A) or (B) if the hospital were a sub-
section (d) hospital (as defined in section
1886(d)(1)(B) of such Act).

(2) SOLE COMMUNITY HOSPITALS.—A sole com-
munity  hospital (as described in  section
1886(d)(5)(D)(iii) of such Act).

(3) MEDICARE-DEPENDENT, SMALL RURAL
HOSPITALS.—A medicare-dependent, small rural
hospital (as described in section 1886(d)(5)(G)(iii)
of such Act), or a hospital that would be a medicare-
dependent, small rural hospital if the hospital were
a subsection (d) hospital (as defined in section
1886(d)(1)(B) of such Act).

(4) FEDERALLY QUALIFIED HEALTH CEN-
TERS.—A Federally qualified health center (as de-
fined in section 1861(aa)(4) of the Social Security

Act) or an entity that would be such a center but
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for its failure to meet the requirement described in

section 329(f)(2)(G)(i) of the Public Health Service

Act or the requirement described in section

330(e)(3)(G)(i) of such Act (relating to the composi-

tion of the entity’s governing board).

(5) RURAL HEALTH cLINIcS.—A rural health
clinic (as defined in section 1861(aa)(2) of the So-
cial Security Act).

(6) LocAL HEALTH DEPARTMENTS.—A health
department of a unit of State or local government
which provides health services directly to individuals.

(7) CERTAIN CHILDREN’S HOSPITALS.—A hos-
pital whose inpatients are predominantly individuals
under 18 years of age and that would be described
in subparagraph (A) or (B) of paragraph (1) if the
hospital were a subsection (d) hospital (as defined in
section 1886(d)(1)(B) of the Social Security Act)
with more than 100 beds.

(d) SunseT.—The requirement of subsection (a)
shall not apply to health coverage provided after December
31, 1999.

SEC. 1014. MEDICAL SAVINGS ACCOUNTS.

() IN GENERAL.—Chapter 79 of the Internal Reve-

nue Code of 1986 is amended by adding at the end the

following new section:

*HR 5228 IH



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Title 1, Subtitle A

35
“SEC. 7705. MEDICAL SAVINGS ACCOUNTS.

““(a) GENERAL RuULE.—For purposes of this title, the
term ‘medical savings account’ means a trust created or
organized in the United States for the exclusive benefit
of an individual or his beneficiaries, but only if the written
instrument creating the trust meets the following require-
ments:

“(1) Except in the case of a rollover contribu-
tion described in subsection (d)(3), no contribution
will be accepted unless—

“(A) it is in cash, and

“(B) such individual is an eligible employee
for the period for which such contribution is
made.

“(2) The trustee is a bank (as defined in sec-
tion 408(n)), insurance company (as defined in sec-
tion 816), or such other person who demonstrates to
the satisfaction of the Secretary that the manner in
which such other person will administer the trust
will be consistent with the requirements of this sec-
tion.

“(3) No part of the trust funds will be invested
in life insurance contracts.

“(4) The interest of an individual in the bal-

ance of the account is nonforfeitable.

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N DN DN NDDN P PP PP kPP PR
o A W N P O ©W 00 N O 0o b W N B O

Title 1, Subtitle A
36

“(5) The assets of the trust will not be commin-
gled with other property except in a common trust
fund or common investment fund.

“(b) ErLiciBLE EmpPLOYEE.—For purposes of this

section—

“(1) IN GENERAL.—The term ‘eligible em-
ployee’ means any employee who has high-deductible
coverage (as defined in section 1103 of the Biparti-
san Health Care Reform Act of 1994) offered by the
employer.

“(2) ExcepTioN.—AN employee shall be treat-
ed as not being an eligible employee for any calendar
year if, for any month during such year, it is reason-
ably expected that such employee—

“(A) will have adjusted gross income that

Is less than 100 percent of the income official

poverty line (as determined by the Director of

the Office of Management and Budget) for a

family of the size involved; or

“(B) is an AFDC recipient or SSI recipi-
ent.

“(3) DeFINITIONS.—Fo0r purposes of paragraph
(2)—

“(A) AFDC REeCIPIENT.—The term

‘AFDC recipient’ means, for a month, an indi-
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vidual who is receiving aid or assistance under

any plan of the State approved under title I, X,

X1V, or XVI, or part A or part E of title 1V,

of the Social Security Act for the month.

“(B) SSI RecCIPIENT.—The term ‘SSI re-

cipient’ means, for a month, an individual—

“(i) with respect to whom supple-
mental security income benefits are being
paid under title XVI of the Social Security
Act for the month,

“(i1) who is receiving a supplementary
payment under section 1616 of such Act or
under section 212 of Public Law 93-66 for
the month,

“(iii) who is receiving monthly bene-
fits under section 1619(a) of the Social Se-
curity Act (whether or not pursuant to sec-
tion 1616(c)(3) of such Act) for the
month, or

“(iv) who is treated under section
1619(b) of the Social Security Act as re-
ceiving supplemental security income bene-
fits in a month for purposes of title XIX

of such Act.

“(c) TAX TREATMENT OF ACCOUNTS.—
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“(1) ACCOUNT TAXED AS GRANTOR TRUST.—

“(A) IN GENERAL.—EXxcept as provided in
subparagraph (B), the account beneficiary of a
medical savings account shall be treated for
purposes of this title as the owner of such ac-
count and shall be subject to tax thereon in ac-
cordance with subpart E of part | of subchapter
J of this chapter (relating to grantors and oth-
ers treated as substantial owners).

“(B) TREATMENT OF CAPITAL LOSSES.—
With respect to assets held in a medical savings
account, any capital loss for a taxable year
from the sale or exchange of such an asset shall
be allowed only to the extent of capital gains
from such assets for such taxable year. Any
capital loss which is disallowed under the pre-
ceding sentence shall be treated as a capital
loss from the sale or exchange of such an asset
in the next taxable year. For purposes of this
subparagraph, all medical savings accounts of
the account beneficiary shall be treated as 1 ac-
count.

“(2) ACCOUNT TERMINATES IF INDIVIDUAL EN-

GAGES IN PROHIBITED TRANSACTION.—
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“(A) IN GENERAL.—If, during any taxable
year of the account beneficiary, such beneficiary
engages in any transaction prohibited by section
4975 with respect to the account, the account
shall cease to be a medical savings account as
of the first day of such taxable year.

“(B) ACCOUNT TREATED AS DISTRIBUTING
ALL 1TS ASSETS.—In any case in which any ac-
count ceases to be a medical savings account by
reason of subparagraph (A) on the first day of
any taxable year, subsection (d) shall be applied
as if—

“(i) there were a distribution on such
first day in an amount equal to the fair
market value (on such first day) of all as-
sets in the account (on such first day), and

“(i1) no portion of such distribution
were used to pay qualified medical ex-
penses.

“(3) EFFECT OF PLEDGING ACCOUNT AS SECU-
RITY.—If, during any taxable year, the account ben-
eficiary uses the account or any portion thereof as
security for a loan, the portion so used is treated as
distributed and not used to pay qualified medical ex-

penses.
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“(d) TAX TREATMENT OF DISTRIBUTIONS.—
“(1) INCLUSION OF AMOUNTS NOT USED FOR
QUALIFIED MEDICAL EXPENSES.—

“(A) IN GENERAL.—ANy amount paid or
distributed out of a medical savings account
which is not used exclusively to pay the quali-
fied medical expenses of the account beneficiary
or of the spouse or dependents (as defined in
section 152) of such beneficiary shall be in-
cluded in the gross income of such beneficiary
to the extent such amount does not exceed the
excess of—

“(i) the aggregate contributions to
such account which were not includible in
gross income by reason of section 106(2),
over

“(i) the aggregate prior payments or
distributions from such account which were
includible in gross income under this para-
graph.

“(B) SPECIAL RULES.—For purposes of
subparagraph (A)—

“(i) all medical savings accounts of
the account beneficiary shall be treated as

1 account,
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“@ii) all payments and distributions
during any taxable year shall be treated as

1 distribution, and

“(ii1) any distribution of property
shall be taken into account at its fair mar-
ket value on the date of the distribution.

“(2) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED MEDICAL EXPENSES.—

“(A) IN GENERAL.—The tax imposed by
chapter 1 on the account beneficiary for any
taxable year in which there is a payment or dis-
tribution from a medical savings account of
such beneficiary which is includible in gross in-
come under paragraph (1) shall be increased by
100 percent of the amount which is so includ-
ible.

“(B) EXCEPTION FOR DISTRIBUTIONS
AFTER AGE 65.—Subparagraph (A) shall not
apply to any payment or distribution after the
date on which the account beneficiary attains
age 65.

“(C) EXCEPTION FOR DISABILITY OR
DEATH.—Subparagraph (A) shall not apply if

the payment or distribution is made after the
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account beneficiary becomes disabled within the

meaning of section 72(m)(7) or dies.

“(3) ROLLOVER CONTRIBUTION.—AN amount is
described in this paragraph as a rollover contribu-
tion if it meets the requirements of subparagraphs
(A) and (B).
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“(A) IN GENERAL.—Paragraph (1) shall
not apply to any amount paid or distributed
from a medical savings account to the account
beneficiary to the extent the amount received is
paid into a medical savings account for the ben-
efit of such beneficiary not later than the 60th
day after the day on which he receives the pay-
ment or distribution.

“(B) LimiTATION.—This paragraph shall
not apply to any amount described in subpara-
graph (A) received by an individual from a
medical savings account if, at any time during
the 1-year period ending on the day of such re-
ceipt, such individual received any other amount
described in subparagraph (A) from a medical
savings account which was not includible in his
gross income because of the application of this

paragraph.
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“(4) COORDINATION WITH MEDICAL EXPENSE
DEDUCTION.—For purposes of section 213, any pay-
ment or distribution out of a medical savings ac-
count for qualified medical expenses shall not be
treated as an expense paid for medical care to the
extent of the amount of such payment or distribu-
tion which is excludable from gross income solely by
reason of paragraph (1)(A).

“(e) DerINITIONS.—For purposes of this section—

“(1) QUALIFIED MEDICAL EXPENSES.—The
term ‘qualified medical expenses’ means any expense
for medical care (as defined in section 213(d)); ex-
cept that such term shall not include any amount
paid for insurance.

“(2) ACCOUNT BENEFICIARY.—The term ‘ac-
count beneficiary’ means the individual for whose
benefit the medical savings account is maintained.

“(f) CusTtoDIAL AccouNTs.—For purposes of this

section, a custodial account shall be treated as a trust if—

“(1) the assets of such account are held by a
bank (as defined in section 408(n)), insurance com-
pany (as defined in section 816), or another person
who demonstrates to the satisfaction of the Sec-

retary that the manner in which he will administer
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the account will be consistent with the requirements
of this section, and

“(2) the custodial account would, except for the
fact that it is not a trust, constitute a medical sav-

ings account described in subsection (a).

For purposes of this title, in the case of a custodial ac-
count treated as a trust by reason of the preceding sen-
tence, the custodian of such account shall be treated as
the trustee thereof.

“(g) REPORTS.—The trustee of a medical savings ac-
count shall keep such records and make such reports re-
garding such account to the Secretary and to the account
beneficiary with respect to contributions, distributions,
and such other matters as the Secretary may require
under regulations. The reports required by this subsection
shall be filed at such time and in such manner and fur-
nished to such individuals at such time and in such man-
ner as may be required by such regulations.”

(b) INCOME AND EMPLOYMENT TAX TREATMENT OF
EMPLOYER CONTRIBUTIONS.—

(1) EMPLOYER PAYMENTS EXCLUDED FROM

GROSS INCOME.—The text of section 106 of such

Code is amended to read as follows:

“Gross income of an employee does not include—
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“(1) employer-provided coverage under an acci-
dent or health plan, and

“(2) employer contributions to any medical sav-
ings account (as defined in section 7705) of an eligi-
ble employee, but only to the extent that the amount
contributed does not exceed the excess of premium
for standard coverage over the premium for high-de-
ductible coverage (as such terms are defined in sec-
tion 1903 of the Bipartisan Health Care Reform Act
of 1994).”

(2) EMPLOYER PAYMENTS EXCLUDED FROM
EMPLOYMENT TAX BASE.—

(A) SOCIAL SECURITY TAXES.—

(i) Subsection (a) of section 3121 of
such Code is amended by striking “or” at
the end of paragraph (20), by striking the
period at the end of paragraph (21) and
inserting *‘; or”, and by inserting after
paragraph (21) the following new para-
graph:

“(22) any payment made to or for the benefit
of an employee if at the time of such payment it is
reasonable to believe that the employee will be able
to exclude such payment from income under section

106(2).”
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(if) Subsection (a) of section 209 of

the Social Security Act is amended by

striking *‘or” at the end of paragraph (18),

by striking the period at the end of para-

graph (19) and inserting *“; or”’, and by in-
serting after paragraph (19) the following
new paragraph:

“(20) any payment made to or for the benefit
of an employee if at the time of such payment it is
reasonable to believe that the employee will be able
to exclude such payment from income under section
106(2) of the Internal Revenue Code of 1986.”

(B) RAILROAD RETIREMENT TAX.—Sub-
section (e) of section 3231 of such Code is
amended by adding at the end the following
new paragraph:

“(10) MEDICAL SAVINGS ACCOUNT CONTRIBU-
TIONS.—The term ‘compensation’ shall not include
any payment made to or for the benefit of an em-
ployee if at the time of such payment it is reason-
able to believe that the employee will be able to ex-
clude such payment from income under section
106(2).”

(C) UNEMPLOYMENT TAX.—Subsection (b)

of section 3306 of such Code is amended by
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striking “or” at the end of paragraph (15), by
striking the period at the end of paragraph (16)
and inserting *‘; or”, and by inserting after
paragraph (16) the following new paragraph:
“(17) any payment made to or for the benefit
of an employee if at the time of such payment it is
reasonable to believe that the employee will be able
to exclude such payment from income under section
106(2).”
(D) WITHHOLDING TAX.—Subsection (a)
of section 3401 of such Code is amended by
striking *‘or” at the end of paragraph (19), by
striking the period at the end of paragraph (20)
and inserting *‘; or”, and by inserting after
paragraph (20) the following new paragraph:
“(21) any payment made to or for the benefit
of an employee if at the time of such payment it is
reasonable to believe that the employee will be able
to exclude such payment from income under section
106(2).”
(¢) TECHNICAL AMENDMENTS.—

(1) TAX ON PROHIBITED TRANSACTIONS.—Sec-
tion 4975 of such Code (relating to prohibited trans-

actions) is amended—
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(A) by adding at the end of subsection (c)

the following new paragraph:

“(4) SPECIAL RULE FOR MEDICAL SAVINGS AC-
CcOUNTS.—AnN individual for whose benefit a medical
savings account (within the meaning of section
7705) is established shall be exempt from the tax
imposed by this section with respect to any trans-
action concerning such account (which would other-
wise be taxable under this section) if, with respect
to such transaction, the account ceases to be a medi-
cal savings account by reason of the application of
section 7705(c)(2)(A) to such account.”, and

(B) by inserting ““or a medical savings ac-
count described in section 7705 in subsection

(e)(1) after **described in section 408(a)”.

(2) FAILURE TO PROVIDE REPORTS ON MEDI-
CAL SAVINGS ACCOUNTS.—Section 6693 of such
Code (relating to failure to provide reports on indi-
vidual retirement account or annuities) is amend-
ed—

(A) by inserting “OR ON MEDICAL SAV-

INGS ACCOUNTS” after “ANNUITIES” in the

heading of such section, and

(B) by adding at the end of subsection (a)

the following: “The person required by section
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7705(g) to file a report regarding a medical

savings account at the time and in the manner
required by such section shall pay a penalty of
$50 for each failure unless it is shown that
such failure is due to reasonable cause.”
(3) CLERICAL AMENDMENTS.—

(A) The table of sections for chapter 79 of
such Code is amended by adding at the end the

following:

““Sec. 7705. Medical savings accounts.”

(B) The table of sections for subchapter B
of chapter 68 of such Code is amended by in-
serting ““or on medical savings accounts’ after
“annuities” in the item relating to section
6693.

(d) EFFecTivE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1996.

PART 3—FAIR RATING PRACTICES
SEC. 1021. USE OF FAIR RATING PRACTICES.

(a) Use oF FAIR RATING PRACTICES.—The pre-
mium rate established by a carrier for health insurance
coverage in the individual/small group market (including
the premium rate for coverage for a small employer
through a multiple employer welfare arrangement that is

fully-insured) may not vary except by the following:
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(1) Ace.—BYy age, based on classes of age es-
tablished by the Secretary, in consultation with the
NAIC, consistent with subsection (b).

(2) GEOGRAPHIC AREA.—BYy geographic area,
as identified by a State consistent with subsection
().

(3) FAMILY cLAss.—BYy family class, based on
the following 4 classes of family coverage: individual,
individual with one or more children, married couple
without a child, and married couple with one or
more children.

(4) BENEFIT DESIGN.—BY benefit design of
coverage, including by type of coverage, such as
standard coverage and high-deductible coverage, and
by type of coverage option (described in section
1903(15)) with respect to standard coverage.

(5) ADMINISTRATIVE CATEGORIES.—BY per-
mitted expense category, based on differences in ex-
penses among such categories, consistent with sub-

section (d).

21 The premiums shall be established for the different benefit

22 designs (including standard coverage and high-deductible

23 coverage) based on the actuarial value of the coverage for

24 the population of the individual/small group market in the

25 fair rating area, without regard to the distribution of such
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1 population among the types of coverage or type of cov-

2 erage options.

3
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(b) LIMITATION ON VARIATION BY AGE.—

(1) IN GENERAL.—ANy variation in premium
rates by age under subsection (a)(1) for age classes
of individuals under 65 years of age may not result
in the ratio of the highest age rate to the lowest age
rate exceeding the limiting ratio described in para-
graph (2).

(2) LimiTING RATIO.—For purposes of para-
graph (1), the limiting ratio described in this para-
graph is—

(A) 4-to-1, for premiums for months in

1997,

(B) 3.67-to-1, for premiums for months in

1998,

(C) 3.33-to-1, for premiums for months in

1999, and

(D) 3-to-1, for premiums for months in

2000 and any succeeding year.

(3) SEPARATE AGE CLASSES FOR INDIVIDUALS
65 YEARS OF AGE OR OLDER.—The Secretary shall
establish one or more separate age classes for indi-

viduals 65 years of age or older.
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(4) PrReempTIiON.—FoOr preemption of State
laws relating to establishment of premium rates, see
section 6105.

(¢) GEOGRAPHIC AREA VARIATIONS.—FoOr purposes

of subsection (a)(2), a State—

(1) may not identify an area that divides a 3-
digit zip code, a county, or all portions of a metro-
politan statistical area,

(2) shall not permit premium rates for coverage
offered in a portion of an interstate metropolitan
statistical area to vary based on the State in which
the coverage is offered, and

(3) may, upon agreement with one or more ad-
jacent States, identify multi-state geographic areas
consistent with paragraphs (1) and (2).

(d) ADMINISTRATIVE VARIATIONS.—

(1) EXPENSE CATEGORIES.—EXxpense cat-
egories shall be established under subsection (a)(5)
by a carrier in a manner that only reflects dif-
ferences based on marketing, commissions, and simi-
lar expenses. Such categories shall take into account
health plan purchasing organizations.

(2) LIMITATION ON VARIATIONS.—The vari-
ation provided among expense categories under sub-

section (a)(5) may not result in a premium for the
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highest expense category exceeding 120 percent of

the premium for the lowest expense category.

(e) PREMIUM RATING IN GROUP HEALTH PLANS.—
The premium rate established under a group health plan
for health insurance coverage may not vary within a bene-
fit design except by the factors described in subsection (a)
and subject to the limitation specified in subsection (b).

() AcTuariAL CERTIFICATION.—Each carrier that
offers health insurance coverage in a State shall file annu-
ally with the State commissioner of insurance a written
statement by a member of the American Academy of Actu-
aries (or other individual acceptable to the commissioner)
that, based upon an examination by the individual which
includes a review of the appropriate records and of the
actuarial assumptions of the carrier and methods used by
the carrier in establishing premium rates for applicable
health insurance coverage—

(1) the carrier is in compliance with the appli-
cable provisions of this section, and
(2) the rating methods are actuarially sound.
Each such carrier shall retain a copy of such statement
for examination at its principal place of business.

(g) ConsTRUCTION.—The provisions of this section

shall apply to premium rates established by carriers for

multiple employer welfare arrangements that are fully-in-
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sured or for fully-insured coverage offered with respect to
individuals and small employers in the individual/small
group market. Such premium rates shall apply based on
the fair rating area in which the covered individual or em-
ployee resides to reflect the population in the individual/
small group market.

SEC. 1022. COORDINATION WITH PREMIUM ASSISTANCE

CERTIFICATE PROGRAM.

Each carrier or group health plan providing qualified
health coverage shall accept and apply (as a reduction
against premiums otherwise imposed) any premium cer-
tificate issued under a State premium assistance program
under part A of title XXI of the Social Security Act.

SEC. 1023. ESTABLISHMENT OF RISK ADJUSTMENT MECHA-
NISMS.
(2) ESTABLISHMENT OF STANDARDS.—
(1) DEVELOPMENT OF MODELS.—

(A) IN GENERAL.—The Secretary shall re-
quest the NAIC to develop, within 9 months
after the date of the enactment of this Act and
in consultation with the American Academy of
Actuaries, a model risk adjustment system com-
posed of one or more risk adjustment mecha-
nisms under which premiums applicable to

health insurance coverage in the individual/
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small group market and coverage under small
employer pooling arrangements and under mul-
tiple employer welfare arrangements that are
fully insured (without regard to whether such
an arrangement is offered through an associa-
tion) would be adjusted to take into account
such factors as may be appropriate to predict
the future need and the efficient use of services
by covered individuals in the market. Such fac-
tors may include the age, gender, geographic
residence, health status, or other demographic
characteristics of individuals enrolled in such
plans and shall include consideration of enroll-
ment of a disproportionate share of individuals
who enroll during the initial open enrollment
period under section 1005(b)(1).

(B) PROMULGATION AS  PROPOSED
RULE.—If the NAIC develops such model with-
in such period, the Secretary shall publish the
model as a proposed rule under section 553 of
title 5, United States Code. If the NAIC has
not developed such model within such period,
the Secretary shall publish (not later than 60

days after the end of such period) a proposed
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rule that specifies a proposed model that pro-

vides for effective risk adjustment mechanisms.

(2) RULE MAKING PROCESS.—The Secretary
shall provide for a period (described in section
553(c) of title 5, United States Code) of not less
than 30 days for public comment on a proposed rule
published under paragraph (1)(B). The Secretary
shall publish a final rule, by not later than January
1, 1996, that specifies risk adjustment mechanisms
that the Secretary finds are effective for purposes of
carrying out this section. Such rule shall include
models developed by the NAIC if the Secretary finds
that such models provide for effective risk adjust-
ment mechanisms.

(3) MobpiFicaTION.—The Secretary, at the re-
quest of the NAIC or otherwise, may by regulation
modify the model risk adjustment system established
under this subsection.

(b) IMPLEMENTATION OF RISK ADJUSTMENT SYs-
TEM.—Each State shall establish and maintain a risk ad-
justment system that conforms with the model established
under this section by not later than January 1, 1997. A
State may establish and maintain such a system jointly

with one or more other States.
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() APPLICATION TO SMALL EMPLOYER POOLING
ARRANGEMENTS AND FuLLY-INSURED MEWAs.—ASs re-
quired under sections 704(b)(6)(B) and 711(c)(1)(B) of
the Employee Retirement Income Security Act of 1974,
as added by section 1401 of this Act, this section applies
to small employer pooling arrangements and to multiple
employer welfare arrangements that are fully insured
(without regard to whether such an arrangement is offered
through an association), with respect to individuals cov-
ered in the individual/small employer market, in such form
and manner as the Secretary of Labor prescribes in regu-
lation, in consultation with the Secretary of Health and
Human Services. In applying this section to a small em-
ployer pooling arrangement, the regulation shall provide
that assessments and credits under this section shall be
provided through coordination with an insurer that pro-
vides excess/stop loss coverage (as defined in section 701
of such Act) with respect to the arrangement.

PART 4—CONSUMER PROTECTIONS
SEC. 1031. REQUIREMENT FOR PROVISION OF INFORMA-
TION.

(2) CARRIERS.—

(1) IN GENERAL.—Each carrier that offers
health insurance coverage to small employers (or eli-

gible employees of small employers) or qualifying in-
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dividuals must disclose to such prospective enrollees,
to brokers, and to health plan purchasing organiza-
tions the information that the Secretary may specify
relating to the performance of the carrier in provid-
ing such coverage, consistent with any quality meas-
ures established under section 5002, and relating to
differences between the coverage provided and the
most similar model benefit package established
under section 1104(b)(2). If a carrier offers to indi-
viduals or employers coverage the actuarial value of
which is more than the actuarial value for high-de-
ductible coverage but less than such value for stand-
ard coverage, the carrier must disclose to such em-
ployers or individuals detailed information on how
the coverage offered compares to any standard and
high-deductible coverage offered by the carrier to
such individuals and employers.

(2) MARKETING MATERIAL.—Each carrier that
provides any health insurance coverage in a State
shall file with the State those marketing materials
relating to the offer and sale of health insurance
coverage to be used for distribution before the mate-
rials are used. Such materials shall be in a uniform
format specified under the standards established

under section 1301.

*HR 5228 IH



Title 1, Subtitle A
59

(b) GrRoup HEALTH PLANs.—Each group health
plan that provides health coverage must disclose to enroll-
ees and potential enrollees information, similar to the in-
formation described in subsection (a), relating to perform-
ance of the plan in providing such coverage, consistent
with any quality measures established under section 5002,
and relating to differences between the coverage provided
and the most similar model benefit package established
under section 1104(b)(2).

(c) INFORMATION RELATING TO RISk ADJUST-
MENT.—Each carrier or group health plan providing cov-
erage in the individual/small group market (including
small employer pooling arrangements and certified mul-
tiple employer health plans that are fully insured, without
regard to whether such an arrangement or plan is offered
through an association) shall provide to the State such in-
formation as the State may require in order to carry out
section 1023 (relating to risk adjustment mechanisms).
SEC. 1032. PROHIBITION OF IMPROPER INCENTIVES.

(@) LimITATION ON FINANCIAL INCENTIVES.—NO
carrier that provides health insurance coverage may vary
the commission or financial or other remuneration to a
person based on the claims experience or health status of

individuals enrolled by or through the person.
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(b) NONDISCRIMINATION IN AGENT COMPENSA-
TION.—A carrier—

(1) may not vary or condition the compensation
provided to an agent or broker related to the sale or
renewal of health insurance coverage because of the
health status or claims experience of any individuals
enrolled with the carrier through the agent or
broker; and

(2) may not terminate, fail to renew, or limit its
contract or agreement of representation with an
agent or broker for any reason related to the health
status or claims experience of any individuals en-
rolled with the carrier through the agent or broker.
(¢) PROHIBITION OF TIE-IN ARRANGEMENTS.—NO

carrier that offers health insurance coverage may require

the purchase of any other insurance or product as a condi-

tion for the purchase of such coverage.

SEC. 1033. WRITTEN POLICIES AND PROCEDURES RESPECT-
ING ADVANCE DIRECTIVES.

A carrier and a group health plan offering health cov-
erage shall meet the requirements of section 1866(f) of
the Social Security Act (relating to maintaining written
policies and procedures respecting advance directives), in-
sofar as such requirements would apply to the carrier or

plan if the carrier or plan were an eligible organization.
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1 Subtitle B—Benefits

2 SEC. 1101. QUALIFIED HEALTH COVERAGE.

3 In this Act, the term “qualified health coverage”
4 means health coverage that—

5 (1) provides—

6 (A) standard coverage consistent with sec-
7 tion 1102(a), or

8 (B) high-deductible coverage consistent
9 with section 1103; and
10 (2) meets other requirements of subtitle A ap-
11 plicable to the coverage and the carrier or group
12 health plan providing the coverage.
13 SsEC. 1102. STANDARD COVERAGE.
14 (a) IN GENERAL.—Health insurance coverage is con-

15 sidered to provide standard coverage consistent with this
16 subsection and for preventive benefits under subsection
17 (b)(4) if—

18 (1) benefits under such coverage are provided
19 within at least each of the required categories of

20 benefits described in paragraph (1) of subsection (b)

21 and consistent with such subsection;

22 (2) the actuarial value of the benefits meets the
23 requirements of subsection (c), and

24 (3) the benefits comply with the minimum re-
25 quirements specified in subsection (d).
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(b) ReEQUIRED CATEGORIES OF COVERED BENE-
FITS.—

(1) IN GENERAL.—The categories of covered
benefits described in this paragraph are the types of
benefits specified in each of subparagraphs (A), (B),
(C), (D), (E), and (F) of paragraph (1), and sub-
paragraphs (E) and (F) of paragraph (2), of section
8904(a) of title 5, United States Code (relating to
types of benefits required to be in health insurance
offered to Federal employees).

(2) COVERAGE OF TREATMENTS IN APPROVED
RESEARCH TRIALS.—

(A) IN GeNErRAL.—Coverage of the routine

medical costs (as defined in subparagraph (B))

associated with the delivery of treatments shall

be considered to be medically appropriate if the
treatment is part of an approved research trial

(as defined in subparagraph (C)).

(B) ROUTINE MEDICAL COSTS DEFINED.—

In subparagraph (A), the term “routine medical

costs” means the cost of health services re-

quired to provide treatment according to the de-
sign of the trial, except those costs normally
paid for by other funding sources (as defined by

the Secretary). Such costs do not include the

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N B O © 0 N ©o© 00 »h W N B O

24
25

Title 1, Subtitle B
63

cost of the investigational agent, devices or pro-
cedures themselves, the costs of any nonhealth
services that might be required for a person to
receive the treatment, or the costs of managing
the research.

(C) APPROVED RESEARCH TRIAL DE-
FINED.—In subparagraph (A), the term ‘“‘ap-
proved research trial” means a trial—

(i) conducted for the primary purpose
of determining the safety, effectiveness, ef-
ficacy, or health outcomes of a treatment,
compared with the best available alter-
native treatment, and

(ii) approved by the Secretary.

A trial is deemed to be approved under clause
(i) if it is approved by the National Institutes
of Health, the Food and Drug Administration
(through an investigational new drug exemp-
tion), the Department of Veterans Affairs, or
by a qualified nongovernmental research entity
(as identified in guidelines issued by one or
more of the National Institutes of Health).

(3) COVERAGE OF OFF-LABEL USE.—AnN off-

label use for a drug that has been found to be safe

and effective under section 505 of the Federal Food,
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Drug, and Cosmetic Act shall be covered if the medi-
cal indication for which it is used is listed in one of
the following 3 compendia: the American Hospital
Formulary Service-Drug Information, the American
Medical Association Drug Evaluations, and the
United States Pharmacopeia-Drug Information.

(4) PReVENTIVE BENEFITS.—The following are
preventive benefits that shall be covered without any
deductibles, copayment, coinsurance, or other cost-
sharing:

(A) NEWBORN, WELL-BABY AND WELL-
CHILD CcARE.—Newborn care, well-baby care,
and well-child care for individuals under 19
years of age, including routine physical exami-
nations, routine immunizations, and routine
tests, as specified by the Secretary based on the
schedule recommended by the American Acad-
emy of Pediatricians.

(B) MammocRrAMSs.—Routine  screening
mammograms (including their interpretation),
limited to 1 mammogram for a woman who is
at least 35 (but less than 40) years of age, 1
mammogram every 2 years for a woman who is

at least 40 (but less than 50) years of age, and

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N DN DN DD DN P PP PPk PR PP
o A W N P O ©W 00 N O O b W N B+ O

Title 1, Subtitle B
65

1 mammogram every year for a woman who is
at least 50 years of age.

(C) SCREENING PAP SMEARS AND PELVIC
EXAMS.—Screening pap smears and pelvic
exams for women over 17 years of age, limited
to 1 each year.

(D) CoLORECTAL SCREENING.—Colorectal
screening for individuals over 18 years of age at
high risk, consisting of 1 fecal occult blood
screening test every year, 1 screening
sigmoidoscopy every 5 years, and 1 screening
colonoscopy every 4 years.

(E) SCREENING TUBERCULIN TESTS.—
Screening tuberculin tests annually for individ-
uals at risk of contracting tuberculosis.

(F) PRENATAL cARE.—Prenatal care.

(G) ADULT IMMUNIZATIONS.—Routine im-
munizations for an individual over 17 years of
age (including booster immunizations against
tetanus and diphtheria, but limited to 1 such
immunization every 10 years).

(H) PROSTATE CANCER SCREENING.—
Routine cancer screening for a man who is at
least 40 years of age through a prostate specific

antigen test, limited to 1 test each year.
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(c) STANDARD ACTUARIAL VALUE.—

(1) IN GENERAL.—The actuarial value of the
benefits under standard coverage in a fair rating
area meets the requirements of this subsection if
such value is equivalent to the standard actuarial
value described in paragraph (2) for the area. The
actuarial value of benefits under standard coverage
shall be determined using the adjustment under
paragraph (3) for a standardized population and set
of standardized utilization and cost factors.

(2) STANDARD ACTUARIAL VALUE DE-
scrIBED.—The standard actuarial value described
in this paragraph for coverage in a geographic area
Is the actuarial value of benchmark coverage during
1994 in such area. Such actuarial value shall be de-
termined using the adjustment under paragraph (3)
for a standardized population and set of standard-
ized utilization and cost factors and updated annu-
ally in accordance with section 1104(a).

(3) ADJUSTMENTS FOR STANDARDIZED POPU-
LATION, STANDARDIZED UTILIZATION AND COST
FACTORS, AND GEOGRAPHIC AREA.—The adjustment
under this paragraph—

(A) for a standardized population shall be

made by not taking into account individuals 65
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years of age or older, employees of the United
States Postal Service, retirees, and annuitants;
and

(B)(i) except as provided in clause (ii), for
a geographic area shall be made in a manner
that reflects the ratio of the actuarial value of
benchmark coverage in such geographic area
(as adjusted under subparagraph (A)) to such
actuarial value for such benchmark coverage for
the United States as a whole, taking into ac-
count standardized actuarial utilization and
cost factors, and

(i1) in the case of a group health plan oper-
ating in more than one geographic area, the
ratio described in clause (i) shall be determined
in accordance with regulations promulgated by
the Secretary.

At the election of a group health plan under sub-

paragraph (B)(ii), the ratio under such subpara-

graph shall be 1.

(d) MiNniMuM  REQUIREMENTS WITHIN A CAT-
EGORY.—Benefits offered in any standard coverage within
any category of benefits shall be not less than the narrow-
est scope and shortest duration of benefits within that cat-

egory in any of the approved health benefits plans offered
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under chapter 89 of title 5, United States Code (relating

to Federal Employees Health Benefits Program) in 1994,
Benefits offered in the standard plan within the category
of preventive services shall not require payment of cost-
sharing for covered items and services.

() No CovERAGE OF SPECIFIC TREATMENT, PRo-
CEDURES, OR CLASSES REQUIRED.—Nothing in this sec-
tion (or section 1103) may be construed to require the
coverage of any specific procedure or treatment or class

of service in health coverage under this Act or through

regulation.
(f) ConsTRucTION.—NOothing in this section (or sec-
tion 1103) shall be construed as requiring coverage to in-

clude benefits for items and services that are not medically
necessary or appropriate.
SEC. 1103. HIGH-DEDUCTIBLE COVERAGE.
Health insurance coverage is considered to provide
high-deductible coverage consistent with this section if—
(1) benefits under such coverage comply with—
(A) the requirements described in section
1102(b) (relating to required categories of cov-
ered benefits), and
(B) the requirements described in section
1102(d) (relating to minimum requirements

within a category);
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(2) the deductible amount is the amount estab-
lished under section 1104(b)(1);

(3) benefits under the coverage in any year
(other than preventive benefits described in section
1102(b)(4)) are covered only to the extent expenses
incurred for items and services included in the cov-
erage for the year exceed the deductible amount
specified in paragraph (2); and

(4) the actuarial value of the coverage (as de-
termined under rules consistent with section
1102(c)) is equivalent to 80 percent of the actuarial
value established under such section for standard

coverage.

SEC. 1104. ACTUARIAL VALUATION OF BENEFITS.

(@) IN GENERAL.—The Secretary, in consultation

with the NAIC and the American Academy of Actuaries,
shall establish (and may from time to time modify) proce-
dures by which health insurance benefits are valued for

purposes of this subtitle.

(b) DebucTIBLE; MODEL BENEFIT PACKAGES.—

The Secretary, in consultation with the NAIC and the

American Academy of Actuaries, shall establish—

(1) the deductible amount for high-deductible
coverage for the purposes of section 1103(2) such

that the actuarial value of high-deductible coverage
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described in section 1103 is 20 percent less than the

actuarial value of standard coverage described in

section 1102(a); and

(2) model benefit packages that may be treated,
for purposes of this title, as meeting the require-
ments for standard or high-deductible coverage
under sections 1102(a) and 1103, respectively, and
which shall include model cost sharing arrangements
for fee-for-service options, managed care options,
and point-of-service options.

SEC. 1105. LIMITATION ON OFFERING SUPPLEMENTAL BEN-
EFITS.

A carrier or group health plan offering qualified
health coverage may offer coverage of items and services
only in addition to the qualified standard coverage offered
(whether in the form of coverage of additional items and
services or a reduction in cost sharing) and only if—

(1) such supplemental coverage is offered and
priced separately from the standard coverage offered
and is only made available to individuals who obtain
qualified standard coverage through the carrier or
plan;

(2) the purchase of the qualified health cov-
erage is not conditioned upon the purchase of such

supplemental coverage; and
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(3) In the case of supplemental coverage that
consists of a reduction in the cost-sharing otherwise
applicable, the premium for the supplemental cov-
erage takes into account any expected increase in
utilization of items and services included in the
qualified health coverage resulting from obtaining
the supplemental coverage.

SEC. 1106. FAMILY COVERAGE OPTION; SUPPLEMENTAL
COVERAGE.

(2) FAmILY CoverAGE OpTION.—Each carrier and
group health plan that offers health insurance coverage
shall provide for an option under which children under 26
years of age (without regard to whether they are full-time
students or disabled) will be treated (with respect to fam-
ily coverage) as family members. The carrier or plan may
impose an additional premium for such option.

(b) ConsTRuUCTION.—Nothing in this title shall be
construed as limiting the benefits that may be offered as
part of a group health plan or health insurance coverage.
SEC. 1107. LEVEL PLAYING FIELD FOR PROVIDERS.

(2) IN GENERAL.—Nothing in this subtitle may be
construed to require or prohibit the use of a particular
class of provider, among the providers that are legally au-
thorized to provide such treatment.

(b) CovERAGE OF CERTAIN OTHER PROVIDERS.—
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(1) IN GENERAL.—For purposes of this sub-
title, benefits under standard coverage shall include
the following:

(A) Coverage provided at an individual’s
home by a Christian Science practitioner or
Christian Science nurse.

(B) Coverage provided in a Christian
Science Sanitorium (as defined in section
1861(y) of the Social Security Act), including
coverage provided by a Christian Science practi-
tioner.

(2) QUALIFICATIONS OF PROVIDERS.—A Chris-
tian Science practitioner or Christian Science nurse
Is qualified for purposes of paragraph (1) if the
practitioner or nurse is listed as such a practitioner
or nurse by the First Church of Christ, Scientist, in
Boston, Massachusetts.

Subtitle C—Employer
Responsibilities
SEC. 1201. REQUIRING EMPLOYERS TO OFFER OPTION OF
COVERAGE.
(a) IN GENERAL.—Subject to subsections (c¢) and (d),
each employer shall make available with respect to each
qualifying employee qualified health coverage under a

group health plan (whether fully-insured or self-insured)
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1 which meets the following requirements (and the applica-

2 Dble requirements of subtitle A):

3

© 00 N O 01 b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

(1) ANNUAL OFFERING.—The employee may
elect health coverage for the employee and family
members on an annual basis for each plan year and
at such other times as may be specified by the Sec-
retary of Labor, in a manner consistent with the
standards established to carry out section 1105.

(2) CHOICE OF COVERAGE.—

(A) IN GENERAL.—Subject to subsection

(c) and subparagraph (G), such coverage is pro-

vided for at least—

(i) a competing choice of qualified
standard coverage (consistent with section
1102(a)), including at least one option (ei-
ther a fee-for-service option or a point-of-
service option) that permits covered indi-
viduals to obtain benefits through an unre-
stricted choice of the lawful providers for
which benefits are made available; and

(if) high-deductible coverage (consist-
ent with section 1103).

(B) CovERAGE FLOOR.—With respect to

any health coverage (other than coverage for
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supplemental benefits or qualified standard cov-
erage) offered under the group health plan—

(i) the coverage shall meet the re-

quirements specified in paragraphs (1) and

(3) of section 1102(a), and

(ii) the actuarial value of such cov-
erage shall not be less than the actuarial
value of high-deductible coverage.

(C) DISCLOSURE FOR CERTAIN COV-
ERAGE.—If an employer offers, in addition to
the coverage required to be offered under sub-
paragraph (A), coverage the actuarial value of
which is more than the actuarial value for high-
deductible coverage but less than such value for
standard coverage, the employer must disclose
to the employees detailed information on how
the coverage offered compares to the standard
and high-deductible coverage offered by the em-
ployer.

(D) USe OF STANDARDIZED FACTORS.—
For purposes of this paragraph, the actuarial
value of coverage shall be determined using the
standardized population and standardized utili-
zation and cost factors described in section

1102(c)(3).
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(E) FAMILY COVERAGE OPTION.—The
offer of coverage under this section with respect
to a qualifying employee shall include the option
of coverage of family members of the employee.

(F) ANNUAL ENROLLMENT PERIOD FOR
CHOICE OF COVERAGE.—The group health plan
provides, with respect to any qualifying em-
ployee, a single annual open enrollment period
(of not less than 30 days) in which the em-
ployee may choose among the coverage options
required under this paragraph.

(G) LIMITATION ON OFFER OF HIGH-DE-
DUCTIBLE COVERAGE.—Qualified high-deduct-
ible coverage may not be made available under
a group health plan with respect to an employee
unless the employee demonstrates to the plan
administrator that the employee has available
assets (as defined by the Secretary) equal to at
least the deductible amount established under
section 1104(b)(1) applicable to the high-de-
ductible coverage.

(3) PAYROLL WITHHOLDING.—The employee

electing such coverage may elect to have any pre-
miums owed by the employee collected through pay-

roll deduction.
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(4) NONDISCRIMINATION IN CONTRIBUTIONS

BASED ON PRICE OF COVERAGE SELECTED WITH RE-

SPECT TO INDIVIDUAL EMPLOYEES.—

(A) IN GENERAL.—The employer may not

vary the dollar amount of any employer con-

tribution, within a class of family coverage, with

respect to such coverage for an individual em-

ployee, solely on the basis of the total premium

price of the coverage selected by the employee.

(B) SPeciAL RULES.—In applying sub-

paragraph (A)—

*HR 5228 IH

(i) the “‘total premium price” shall in-
clude, in the case of high-deductible cov-
erage, amounts paid by an employer into a
medical savings account (established under
section 7705 of the Internal Revenue Code
of 1986); and

(ii) if the employee selects health cov-
erage the premium for which is less than
the amount of the employer contribution,
the employer shall pay the amount of such
difference to the employee (or, at the em-
ployee’s option in the case of an employee
who has high-deductible coverage, to such

a medical savings account).
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(b) No EMPLOYER MANDATE.—Subject to subsection
(2)(4) (relating to equal contribution rule), an employer
is not required under this section to make any contribution
to the cost of health coverage.

(¢) GRANDFATHER FOR EXISTING COLLECTIVE BAR-
GAINING AGREEMENTS.—

(1) IN GENERAL.—The requirement of sub-
section (a)(2) shall not apply to a group health plan
for a plan year if—

(A) the group health plan is in effect in
the plan year in which July 1, 1994, occurs,
and

(B) the employer makes (or offers to
make), in such plan year and the plan year in-
volved, a contribution to the plan on behalf of
each employee who is eligible to participate in
the plan under a collective bargaining agree-
ment or similar contract.

(2) SunseT.—Paragraph (1) shall only apply to
a group health plan until the expiration of the collec-
tive bargaining agreement or similar contract in ef-
fect on the date of the enactment of this Act or, if
earlier, January 1, 2000.

(d) SPECIAL RULES.—
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(1) EMPLOYERS CONTRACTING WITH HEALTH
PLAN PURCHASING ORGANIZATIONS, ETC.—AN em-
ployer is deemed to have satisfied the requirements
of subsection (a) with respect to an employee if the
employer enters into a contract with a health plan
purchasing organization (established under subtitle
A of title VI), a small employer pooling arrangement
(described in section 711 of the Employee Retire-
ment Income Security Act of 1974), a multiemployer
plan providing health benefits, or a certified multiple
employer health plan (as defined in section 701(9)
of the Employee Retirement Income Security Act of
1974) to offer coverage with respect to the employee.

(2) EXCLUSION OF NEW EMPLOYERS AND CER-
TAIN SMALL EMPLOYERS.—Subsection (a) shall not
apply to any small employer for any plan year if, as
of the beginning of such plan year—

(A) such employer (including any prede-
cessor thereof) has been an employer for less
than 1 year,

(B) such employer has no more than 2
qualifying employees, or

(C) no more than 2 qualifying employees
of the employer are not covered under any

group health plan.

*HR 5228 IH



© 00O N O 0o B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Title 1, Subtitle C
79

(3) ExcLUSION OF FAMILY MEMBERS.—Under
such procedures as the Secretary may prescribe, any
relative of an employer may be, at the election of the
employer, excluded from consideration as a qualify-
ing employee for purposes of applying the require-
ments of subsection (a). In the case of an employer
that is not an individual, an employee who is a rel-
ative of a key employee (as defined in section
416(i)(1) of the Internal Revenue Code of 1986) of
the employer may, at the election of the key em-
ployee, be considered a relative excludable under this
paragraph.

(e) CoNnsTRUCTION ON RANGE OF COVERAGE OF-

FERINGS.—Nothing in this section shall be construed—

(1) as limiting the number of standard and
high-deductible coverage options that an employer
may offer to an employee,

(2) as preventing employers from offering sup-
plemental coverage described in section 1105, or

(3) as preventing an employer from providing
for contributions to a medical savings account in
connection with the offering of high-deductible cov-
erage, subject to subsection (a)(4) and the require-
ments of section 7705 of the Internal Revenue Code

of 1986.
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SEC. 1202. NONDISCRIMINATION UNDER GROUP HEALTH

PLANS.

(2) APPLICATION OF RULES SIMILAR TO MEDICARE
NONDISCRIMINATION RULEsS.—The provisions of para-
graphs (1)(A), (1)(D), (1)(E), (3)(A), and (3)(C) of sec-
tion 1862(b) of the Social Security Act shall apply to a
premium or cost-sharing assistance eligible individual
under part A of title XXI of such Act in relation to an
employer in the same manner as such provisions apply to
an individual age 65 or over who is entitled to benefits
under title XVIII of such Act under section 226(a) of such
Act in relation to such employer.

(b) RuLEs oF AppPLICATION.—In applying subsection
(a)—

(1) in applying clauses (ii) and (iii) of section
1862(b)(1)(A) of the Social Security Act, any ref-
erence to ““20 or more employees” is deemed a ref-
erence to ‘5 or more employees™;

(2) clause (iv) of section 1862(b)(1)(A) of such
Act shall not apply; and

(3) any reference to title XVIII of such Act is
deemed a reference to assistance under part A of
title XXI of such Act (as added by subtitle A of title
Il of this Act).

(¢) ENFORCEMENT.—
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(1) IN GENERAL.—Chapter 47 of the Internal
Revenue Code of 1986 (relating to excise taxes on
qualified pension, etc. plans) is amended by inserting
after section 5000 the following new section:

“SEC. 5000A. EMPLOYER REQUIREMENTS.

““(a) GENERAL RULE.—There is hereby imposed a
tax on the failure of any employer to comply with the re-
quirements of section 1201 and section 1202 of the Bipar-
tisan Health Care Reform Act of 1994,

“(b) AMOUNT oF TAax.—The amount of tax imposed
by subsection (@) shall be equal to $100 for each day for
each individual for which such a failure occurs.

“(c) LIMITATION ON TAX.—

“(1) TAX NOT TO APPLY WHERE FAILURES
CORRECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) with respect to any failure
if—

“(A) such failure was due to reasonable
cause and not to willful neglect, and

“(B) such failure is corrected during the
30-day period (or such period as the Secretary
may determine appropriate) beginning on the
1st date any of the individuals on whom the tax

is imposed knew, or exercising reasonable dili-
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gence would have known, that such failure ex-

isted.

“(2) WAIVER BY SECRETARY.—In the case of a
failure which is due to reasonable cause and not to
willful neglect, the Secretary may waive part or all
of the tax imposed by subsection (a) to the extent
that the payment of such tax would be excessive rel-
ative to the failure involved.”.

(2) CLERICAL AMENDMENT.—The table of sec-
tions for such chapter 47 is amended by adding at
the end the following new item:

“Sec. 5000A. Employer requirements.”.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall take effect on January 1,
1997.

1203. EFFECTIVE DATES.

Except as otherwise provided, the requirements of

sections 1201 and 1202 shall apply to plan years begin-

ning after December 31, 1996.
Subtitle D—Standards and Certifi-

SEC.

cation; Enforcement; Preemp-
tion; General Provisions
1301. ESTABLISHMENT OF STANDARDS.

(a2) RoLE oF NAIC.—
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(1) IN GENERAL.—The Secretary shall request
the NAIC to develop, within 9 months after the date
of the enactment of this Act, model regulations that
specify standards with respect to the requirements of
this subtitle as applicable to carriers and health in-
surance coverage.

(2) Review ofF sTANDARDS.—If the NAIC de-
velops recommended regulations specifying such
standards within such period, the Secretary shall re-
view the standards. Such review shall be completed
within 60 days after the date the regulations are de-
veloped. Unless the Secretary determines within
such period that the standards do not meet the re-
quirements, such standards shall serve as the stand-
ards under this subtitle, with such amendments as
the Secretary deems necessary.

(b) CoNTINGENCY.—If the NAIC does not develop
such model regulations within such period or the Secretary
determines that such regulations do not specify standards
that meet the requirements described in subsection (a),
the Secretary shall specify, within 15 months after the
date of the enactment of this Act, standards to carry out

those requirements.
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SEC. 1302. APPLICATION OF STANDARDS TO CARRIERS

THROUGH STATES.
(2) APPLICATION OF STANDARDS.—

(1) IN ceNeErRAL.—Each State shall submit to

1
2
3
4
5 the Secretary, by the deadline specified in paragraph
6 (2), a report on steps the State is taking to imple-
7 ment and enforce the standards established under
8 section 1301 with respect to carriers and health in-
9 surance coverage offered or renewed not later than

10 such deadline.

11 (2) DEADLINE FOR REPORT.—The deadline
12 under this paragraph is 1 year after the date the
13 standards are established under section 1301.

14 (b) FEDERAL ROLE.—

15 (1) NoTtice oF DEFICIENCY.—If the Secretary
16 determines that a State has failed to submit a report
17 by the deadline specified under subsection (a)(2) or
18 finds that the State has not implemented and pro-
19 vided adequate enforcement of the standards estab-
20 lished under section 1301, the Secretary shall notify

21 the State and provide the State a period of 60 days

22 in which to submit such report or to implement and
23 enforce such standards.

24 (2) IMPLEMENTATION OF ALTERNATIVE.—

25 (A) IN GeNERAL.—If, after such 60-day
26 period, the Secretary finds that such a failure

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N ©o© 00 W N B O

Title 1, Subtitle D
85

has not been corrected, the Secretary shall pro-
vide for such mechanism for the implementation
and enforcement of such standards in the State
as the Secretary determines to be appropriate.
(B) EFFECTIVE PERIOD.—Such implemen-
tation and enforcement shall take effect with
respect to carriers, and health insurance cov-
erage offered or renewed, on or after 3 months
after the date of the Secretary’s finding under
subparagraph (A), and until the date the Sec-
retary finds that such a failure has been cor-
rected.
SEC. 1303. APPLICATION TO GROUP HEALTH PLANS.

(a) IN GENERAL.—Subject to subsection (b), sections
1301 and 1302 shall apply to group health plans providing
health coverage in the same manner as they apply to car-
riers providing health insurance coverage.

(b) SuBsTITUTION OF REFERENCES.—FO0r purposes
of subsection (a), any reference in section 1301 or 1302
to—

(1) a State or the Secretary of Health and

Human Services is deemed a reference to the Sec-

retary of Labor, and
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(2) a carrier or health insurance coverage is
deemed a reference to a group health plan and
health coverage, respectively.

SEC. 1304. ENFORCEMENT.
(2) ENFORCEMENT BY DEPARTMENT OF LABOR FOR
EMPLOYERS AND GROUP HEALTH PLANS.—

(1) IN GENERAL.—For purposes of part 5 of
subtitle B of title I of the Employee Retirement In-
come Security Act of 1974, the provisions of this
title insofar as they relate to group health plans or
employers shall be deemed to be provisions of title
I of such Act irrespective of exclusions under section
4(b) of such Act.

(2) REGULATORY AUTHORITY.—With respect to
the regulatory authority of the Secretary of Labor
under this subtitle pursuant to paragraph (1), sec-
tion 505 of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1135) shall apply.

(b) ENFORCEMENT BY EXcISE Tax FoOrR CARr-
RIERS.—

(1) IN GENERAL.—Chapter 43 of the Internal
Revenue Code of 1986 (relating to qualified pension
plans, etc.) is amended by adding at the end thereof

the following new section:
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1 “SEC. 4980C. FAILURE OF CARRIER TO COMPLY WITH

2 HEALTH INSURANCE STANDARDS.

3 “(a) IMPOSITION OF TAX.—

4 “(1) IN GENERAL.—There is hereby imposed a

5 tax on the failure of a carrier to comply with the re-

6 quirements applicable to the carrier under parts 1

7 through 4 of subtitle A and subtitle B of title | of

8 the Bipartisan Health Care Reform Act of 1994.

9 “(2) ExcepTioN.—Paragraph (1) shall not
10 apply to a failure by a carrier in a State if the Sec-
11 retary of Health and Human Services determines
12 that the State has in effect a regulatory enforcement
13 mechanism that provides adequate sanctions with re-
14 spect to such a failure by such a carrier.

15 “(b) AMOUNT OF TAX.—
16 “(1) IN GENERAL.—Subject to paragraph (2),
17 the amount of the tax imposed by subsection (a)

18 shall be $100 for each day during which such failure
19 persists for each individual to which such failure re-
20 lates. A rule similar to the rule of section

21 4980B(b)(3) shall apply for purposes of this section.

22 “(2) LimiTATION.—The amount of the tax im-
23 posed by subsection (a) for a carrier with respect to
24 health insurance coverage shall not exceed 25 per-
25 cent of the amounts received for such coverage dur-
26 ing the period such failure persists.
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“(c) LiaBILITY FOR TAx.—The tax imposed by this
section shall be paid by the carrier.

“(d) EXCEPTIONS.—

“(1) CORRECTIONS WITHIN 30 DAYS.—NO tax
shall be imposed by subsection (a) by reason of any
failure if—

“(A) such failure was due to reasonable
cause and not to willful neglect, and

“(B) such failure is corrected within the
30-day period beginning on the earliest date the
carrier knew, or exercising reasonable diligence
would have known, that such failure existed.

“(2) WAIVER BY SECRETARY.—In the case of a
failure which is due to reasonable cause and not to
willful neglect, the Secretary may waive part or all
of the tax imposed by subsection (a) to the extent
that payment of such tax would be excessive relative
to the failure involved.

“(e) DEFINITIONS.—FO0r purposes of this section, the
terms ‘health insurance coverage’ and ‘carrier’ have the
respective meanings given such terms in section 1903 of
the Bipartisan Health Care Reform Act of 1994.”

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 43 of such Code is amended by

adding at the end thereof the following new item:
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“Sec. 4980C. Failure of carrier to comply with health insurance
standards.”

SEC. 1305. LIMITATION ON SELF INSURANCE FOR SMALL
EMPLOYERS.

A single employer plan (as defined in section
3(40)(B) of the Employee Retirement Income Security
Act of 1974) may not offer health coverage other than
through a carrier unless the plan has at least 100 eligible
employees.

Subtitle E—Multiple Employer
Health Benefits Protections and
Related Provisions
PART 1—MULTIPLE EMPLOYER HEALTH

BENEFITS PROTECTIONS
SEC. 1401. LIMITED EXEMPTION FROM CERTAIN RESTRIC-
TIONS ON ERISA PREEMPTION OF STATE LAW
FOR HEALTH PLANS MAINTAINED BY MUL-
TIPLE EMPLOYERS SUBJECT TO CERTAIN
FEDERAL STANDARDS.

(2) IN GENERAL.—Subtitle B of title | of the Em-
ployee Retirement Income Security Act of 1974 is amend-
ed by adding at the end the following new part:

“PART 7—MuLTIPLE EMPLOYER HEALTH PLANS
“SEC. 701. DEFINITIONS.

“For purposes of this part—
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“(1) INSURER.—The term ‘insurer’ means an
Insurance company, insurance service, or insurance
organization, licensed to engage in the business of
insurance by a State.

“(2) PARTICIPATING EMPLOYER.—The term
‘participating employer’ means, in connection with a
multiple employer welfare arrangement, any em-
ployer if any of its employees, or any of the depend-
ents of its employees, are or were covered under
such arrangement in connection with the employ-
ment of the employees.

“(3) EXCESS/STOP LOSS COVERAGE.—The term
‘excess/stop loss coverage’ means, in connection with
a multiple employer welfare arrangement, a contract
under which an insurer provides for payment with
respect to claims under the arrangement, relating to
participants or beneficiaries individually or other-
wise, in excess of an amount or amounts specified in
such contract.

“(4) QUALIFIED ACTUARY.—The term ‘quali-
fied actuary’ means an individual who is a member
of the American Academy of Actuaries or meets
such reasonable standards and qualifications as the

Secretary may provide by regulation.
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“(5) SPoNSOR.—The term ‘sponsor’ means, in
connection with a multiple employer welfare arrange-
ment, the association or other entity which estab-
lishes or maintains the arrangement.

“(6) STATE INSURANCE COMMISSIONER.—The
term ‘State insurance commissioner’ means the in-
surance commissioner (or similar official) of a State.

“(7) DowmiciLE STATE.—The term ‘domicile
State’ means, in connection with a multiple employer
welfare arrangement, the State in which, according
to the application for a certification under this part,
most individuals to be covered under the arrange-
ment are located, except that, in any case in which
information contained in the latest annual report of
the arrangement filed under this part indicates that
most individuals covered under the arrangement are
located in a different State, such term means such
different State.

“(8) FuLLY INsURED.—Coverage under a mul-
tiple employer welfare arrangement is ‘fully insured’
if one or more insurers, health maintenance organi-
zations, similar organizations regulated under State
law for solvency, or any combination thereof are lia-
ble under one or more insurance policies or contracts

for all benefits under the arrangement (irrespective
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of any recourse they may have against other par-

ties).

“(9) CERTIFIED MULTIPLE EMPLOYER HEALTH
PLAN.—The term ‘certified multiple employer health
plan’ means a multiple employer welfare arrange-
ment treated as an employee welfare benefit plan by
reason of certification under this part.

“SEC. 702. CERTIFIED MULTIPLE EMPLOYER HEALTH
PLANS RELIEVED OF CERTAIN RESTRIC-
TIONS ON PREEMPTION OF STATE LAW AND
TREATED AS EMPLOYEE WELFARE BENEFIT
PLANS.

“(a) IN GENERAL.—Subject to subsection (b), a mul-
tiple employer welfare arrangement under which coverage
is not fully insured and with respect to which there is in
effect a certification granted by the Secretary under this
part (or with respect to which there is pending a complete
application for such a certification and the Secretary de-
termines that provisional protection under this part is ap-
propriate)—

“(1) shall be treated for purposes of subtitle A
and the preceding parts of this subtitle as an em-
ployee welfare benefit plan, irrespective of whether
such arrangement is an employee welfare benefit

plan, and
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“(2) shall be exempt from  section
514(b)(6)(A)(ii).

“(b) BENEFITS MusT CoONsIST OF MEDICAL
CARE.—Subsection (a) shall apply to a multiple employer
welfare arrangement only if the benefits provided there-
under consist solely of medical care described in section
607(1) (disregarding such incidental benefits as the
Secretary shall specify by regulation).

“SEC. 703. CERTIFICATION PROCEDURE.

“(a) IN GENERAL.—The Secretary shall grant a cer-
tification described in section 702(a) to a multiple em-
ployer welfare arrangement if—

“(1) an application for such certification with
respect to such arrangement, identified individually
or by class, has been duly filed in complete form
with the Secretary in accordance with this part,

“(2) such application demonstrates compliance
with the requirements of section 704 with respect to
such arrangement, and

“(3) the Secretary finds that such certification
IS—

“(A) administratively feasible,
“(B) not adverse to the interests of the in-

dividuals covered under the arrangement, and
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“(C) protective of the rights and benefits

of the individuals covered under the arrange-
ment.

“(b) NoTice AND HEARING.—Before granting a cer-
tification under this section, the Secretary shall publish
notice in the Federal Register of the pendency of the cer-
tification, shall require that adequate notice be given to
interested persons, including the State insurance commis-
sioner of each State in which covered individuals under
the arrangement are, or are expected to be, located, and
shall afford interested persons opportunity to present
views. The Secretary may not grant a certification under
this section unless the Secretary affords an opportunity
for a hearing and makes a determination on the record
with respect to the findings required under subsection
()(3). The Secretary shall, to the maximum extent prac-
ticable, make a final determination with respect to any ap-
plication filed under this section in the case of a newly
established arrangement within 90 days after the date
which the Secretary determines is the date on which such
application is filed in complete form.

“SEC. 704. ELIGIBILITY REQUIREMENTS.

““(a) APPLICATION FOR CERTIFICATION.—

“(1) IN GENERAL.—A certification may be

granted by the Secretary under this part only on the
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basis of an application filed with the Secretary in
such form and manner as shall be prescribed in reg-
ulations of the Secretary. Any such application shall
be signed by the operating committee and the spon-
sor of the arrangement.

“(2) FILING FEE.—The arrangement shall pay
to the Secretary at the time of filing an application
under this section a filing fee in the amount of
$5,000, which shall be available, to the extent pro-
vided in appropriation Acts, to the Secretary for the
sole purpose of administering the certification proce-
dures under this part.

“(3) INFORMATION INCLUDED.—AN application
filed under this section shall include, in a manner
and form prescribed in regulations of the Secretary,
at least the following information:

“(A) IDENTIFYING INFORMATION.—The
names and addresses of—
“(i) the sponsor, and
“(if) the members of the operating
committee of the arrangement.
“(B) STATES IN WHICH ARRANGEMENT IN-
TENDS TO DO BUSINESS.—The States in which

individuals covered under the arrangement are
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to be located and the number of such individ-
uals expected to be located in each such State.

“(C) BONDING REQUIREMENTS.—EVidence
provided by the operating committee that the
bonding requirements of section 412 will be met
as of the date of the application.

“(D) PLAN DOCUMENTS.—A copy of the
documents governing the arrangement (includ-
ing any bylaws and trust agreements), the sum-
mary plan description, and other material de-
scribing the benefits and coverage that will be
provided to individuals covered under the ar-
rangement.

“(E) AGREEMENTS WITH SERVICE PROVID-
ERS.—A copy of any agreements between the
arrangement and contract administrators and
other service providers.

“(F) FUNDING REPORT.—A report setting
forth information determined as of a date with-
in the 120-day period ending with the date of
the application, including the following:

“(i) RESeErvEs.—A statement, cer-
tified by the operating committee of the ar-
rangement, and a statement of actuarial

opinion, signed by a qualified actuary, that
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all applicable requirements of section 707
are or will be met in accordance with regu-
lations which the Secretary shall prescribe.

“(i)) ADEQUACY OF CONTRIBUTION
RATES.—A statement of actuarial opinion,
signed by a qualified actuary, which sets
forth a description of the extent to which
contribution rates are adequate to provide
for the payment of all obligations and the
maintenance of required reserves under the
arrangement for the 12-month period be-
ginning with such date within such 120-
day period, taking into account the ex-
pected coverage and experience of the ar-
rangement. If the contribution rates are
not fully adequate, the statement of actu-
arial opinion shall indicate the extent to
which the rates are inadequate and the
changes needed to ensure adequacy.

“(ii) CURRENT AND PROJECTED
VALUE OF ASSETS AND LIABILITIES.—A
statement of actuarial opinion signed by a
qualified actuary, which sets forth the cur-
rent value of the assets and liabilities accu-

mulated under the arrangement and a pro-
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jection of the assets, liabilities, income,
and expenses of the arrangement for the
12-month period referred to in clause (ii).
The income statement shall identify sepa-
rately the arrangement’s administrative ex-
penses and claims.

“(iv) COosTs OF COVERAGE TO BE
CHARGED AND OTHER EXPENSES.—A
statement of the costs of coverage to be
charged, including an itemization of
amounts for administration, reserves, and
other expenses associated with the oper-
ation of the arrangement.

“(v) OTHER INFORMATION.—AnNYy
other information which may be prescribed
in regulations of the Secretary as nec-
essary to carry out the purposes of this

part.

“(b) OTHER REQUIREMENTS.—A complete applica-

tion for a certification under this part shall include infor-

mation which the Secretary determines to be complete and

accurate and sufficient to demonstrate that the following

requirements are met with respect to the arrangement:

“(1) SPONSOR.—
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“(A) IN GENERAL.—Subject to subpara-
graph (B), the sponsor is, and has been (to-
gether with its immediate predecessor, if any)
for a continuous period of not less than 3 years
before the date of the application, organized
and maintained in good faith, with a constitu-
tion and bylaws specifically stating its purpose,
as a trade association, an industry association,
a professional association, or a chamber of com-
merce (or similar business group), for substan-
tial purposes other than that of obtaining or
providing medical care described in section
607(1), and the applicant demonstrates to the
satisfaction of the Secretary that the sponsor is
established as a permanent entity which re-
ceives the active support of its members.

“(B) SPECIAL RULE FOR EMPLOYERS IN
THE SAME TRADE OR BUSINESS.—In the case
of an arrangement under which all participating
employers are engaged in a common type of
trade or business, the sponsor is the operating
committee of the arrangement.

“(2) OPERATING COMMITTEE.—The arrange-

ment is operated, pursuant to a trust agreement, by

an operating committee which has complete fiscal
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control over the arrangement and which is respon-
sible for all operations of the arrangement, and the
operating committee has in effect rules of operation
and financial controls, based on a 3-year plan of op-
eration, adequate to carry out the terms of the ar-
rangement and to meet all requirements of this title
applicable to the arrangement. The members of the
committee are individuals selected from individuals
who are the owners, officers, directors, or employees
of the participating employers or who are partners
in the participating employers and actively partici-
pate in the business. No such member is an owner,
officer, director, or employee of, or partner in, a con-
tract administrator or other service provider to the
arrangement, except that officers or employees of a
sponsor which is a service provider (other than a
contract administrator) to the arrangement may be
members of the committee if they constitute not
more than 25 percent of the membership of the com-
mittee and they do not provide services to the ar-
rangement other than on behalf of the sponsor. The
committee has sole authority to approve applications
for participation in the arrangement and to contract
with a service provider to administer the day-to-day

affairs of the arrangement.
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“(3) CONTENTS OF GOVERNING INSTRU-
MENTS.—The instruments governing the arrange-
ment include a written instrument, meeting the re-
quirements of an instrument required under section
402(a)(1), which—

“(A) provides that the committee serves as
the named fiduciary required for plans under
such section and serves in the capacity of a
plan administrator (referred to in section
3(16)(A)),

“(B) provides that the sponsor is to serve
as plan sponsor (referred to in section
3(16)(B)),

“(C) incorporates the requirements of sec-
tion 707, and

“(D) provides that, effective upon the
granting of a certification under this part—

“(i) all participating employers must
be members or affiliated members of the
sponsor, except that, in the case of a spon-
sor which is a professional association or
other individual-based association, if at
least one of the officers, directors, or em-
ployees of an employer, or at least one of

the individuals who are partners in an em-
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ployer and who actively participates in the
business, is a member or affiliated member
of the sponsor, participating employers
may also include such employer, and

“(i1) all individuals thereafter com-
mencing coverage under the arrangement
must be—

“(1) active or retired owners, offi-
cers, directors, or employees of, or
partners in, participating employers,
or

“(11) the beneficiaries of individ-
uals described in subclause (I).

“(4) CONTRIBUTION RATES.—The contribution
rates referred to in subsection (a)(3)(F)(ii) are
adequate.

“(5) OPTION OF FAMILY COVERAGE.—If the ar-
rangement provides for coverage with respect to an
employee, the arrangement shall make available the
option of coverage of family members of the individ-
ual (as defined in section 1901(2) of the Bipartisan
Health Care Reform Act of 1994).

“(6) MISCELLANEOUS REQUIREMENTS.—(A)

The requirements of the title | of the Bipartisan
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Health Care Reform Act of 1994 (insofar as they

apply to group health plans), including the following:

“(i) Section 1003(c) (relating to guaran-
teed renewal).

“(if) Section 1004 (relating to restricting
preexisting condition exclusions).

“(ii1) Section 1005 (relating to choice of
coverage through open enroliment).

“(iv) Section 1011 (relating to standards
for managed care arrangements).

“(v) Section 1012 (relating to utilization
review).

“(vi) Section 1013 (relating to standards
for essential community providers).

“(vii) Section 1021(d) (relating to use of
fair rating practices).

“(viit) Section 1022 (relating to coordina-
tion with premium assistance certificate pro-
gram).

“(B) The requirements of section 1023 of the
Bipartisan Health Care Reform Act of 1994 (relat-
ing to establishment of risk adjustment mechanisms)
insofar as such requirements apply to carriers but
only with respect to covered individuals in the indi-

vidual/small group market.
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“(7) REGULATORY REQUIREMENTS.—Such
other requirements as the Secretary may prescribe
by regulation as necessary to carry out the purposes
of this part.

“(c) TREATMENT OF PARTY SEEKING CERTIFI-

CATION WHERE PARTY Is SUBJECT TO DISQUALIFICA-

TION.—

“(1) IN GENERAL.—InN the case of any applica-
tion for a certification under this part with respect
to a multiple employer welfare arrangement, if the
Secretary determines that the sponsor of the ar-
rangement or any other person associated with the
arrangement is subject to disqualification under
paragraph (2), the Secretary may deny the certifi-
cation with respect to such arrangement.

“(2) DISQUALIFICATION.—A person is subject
to disqualification under this paragraph if such
person—

“(A) has intentionally made a material
misstatement in the application for certifi-
cation;

“(B) has obtained or attempted to obtain
a certification under this part through mis-

representation or fraud;
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“(C) has misappropriated or converted to
such person’s own use, or improperly withheld,
money held under a plan or any multiple
employer welfare arrangement;

“(D) is prohibited (or would be prohibited
if the arrangement were a plan) from serving in
any capacity in connection with the arrange-
ment under section 411,

“(E) has failed to appear without reason-
able cause or excuse in response to a subpoena,
examination, warrant, or any other order law-
fully issued by the Secretary compelling such
response;

“(F) has previously been subject to a de-
termination under this part resulting in the de-
nial, suspension, or revocation of a certification
under this part on similar grounds; or

“(G) has otherwise violated any provision
of this title with respect to a matter which the
Secretary determines of sufficient consequence
to merit disqualification for purposes of this

part.

“(d) FRANCHISE NETWORKS.—In the case of a mul-

24 tiple employer welfare arrangement established and main-

25 tained by a franchisor for a franchise network consisting
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of its franchisees, such franchisor shall be treated as the
sponsor referred to in the preceding provisions of this sec-
tion, such network shall be treated as an association re-
ferred to in such provisions, and each franchisee shall be
treated as a member (of the association and the sponsor)
referred to in such provisions, if all participating employ-
ers are such franchisees and the requirements of sub-
section (b)(1) with respect to a sponsor are met with
respect to the network.

“(e) CERTAIN COLLECTIVELY BARGAINED ARRANGE-
MENTS.—In applying the preceding provisions of this sec-
tion in the case of a multiple employer welfare arrange-
ment which would be described in section 3(40)(A)(i) but
for the failure to meet any requirement of section
3(40)(C)—

“(1) paragraphs (1) and (2) of subsection (b)
and subparagraphs (A), (B), and (D) of paragraph

(3) of subsection (b) shall be disregarded, and

“(2) the joint board of trustees shall be consid-
ered the operating committee of the arrangement.

“(f) CERTAIN ARRANGEMENTS NOT MEETING SIN-
GLE EMPLOYER REQUIREMENT.—

“(1) IN GENERAL.—INn any case in which the
majority of the employees covered under a multiple

employer welfare arrangement are employees of a
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single employer (within the meaning of clauses (i)
and (ii) of section 3(40)(B)), if all other employees
covered under the arrangement are employed by em-
ployers who are related to such single employer, sub-
section (b)(3)(D) shall be disregarded.

“(2) RELATED EMPLOYERS.—For purposes of
paragraph (1), employers are ‘related’ if there is
among all such employers a common ownership in-
terest or a substantial commonality of business oper-
ations based on common suppliers or customers.

“SEC. 705. ADDITIONAL REQUIREMENTS APPLICABLE TO
CERTIFIED MULTIPLE EMPLOYER HEALTH
PLANS.

“(a) NoTIcE oF MATERIAL CHANGES.—In the case
of any certified multiple employer health plan, descriptions
of material changes in any information which was required
to be submitted with the application for the certification
granted under this part shall be filed in such form and
manner as shall be prescribed in regulations of the Sec-
retary. The Secretary may require by regulation prior no-
tice of material changes with respect to specified matters
which might serve as the basis for suspension or revoca-
tion of the certification.

“(b) REPORTING REQUIREMENTS.—Under regula-

tions of the Secretary, the requirements of sections 102,
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103, and 104 shall apply with respect to any multiple em-

ployer welfare arrangement which is or has been a cer-
tified multiple employer health plan in the same manner
and to the same extent as such requirements apply to em-
ployee welfare benefit plans, irrespective of whether such
certification continues in effect. The annual report re-
quired under section 103 for any plan year in the case
of any such multiple employer welfare arrangement shall
also include information described in section 704(a)(3)(F)
with respect to the plan year and, notwithstanding section
104(a)(1)(A), shall be filed not later than 90 days after
the close of the plan year.

“(c) ENGAGEMENT OF QUALIFIED ACTUARY.—The
operating committee of each multiple employer welfare ar-
rangement which is or has been a certified multiple em-
ployer health plan shall engage, on behalf of all covered
individuals, a qualified actuary who shall be responsible
for the preparation of the materials comprising informa-
tion necessary to be submitted by a qualified actuary
under this part. The qualified actuary shall utilize such
assumptions and techniques as are necessary to enable
such actuary to form an opinion as to whether the con-

tents of the matters reported under this part—
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“(1) are in the aggregate reasonably related to
the experience of the arrangement and to reasonable
expectations, and

“(2) represent such actuary’s best estimate of
anticipated experience under the arrangement.

The opinion by the qualified actuary shall be made with
respect to, and shall be made a part of, the annual report.
“(d) FiLing NoTice oF CERTIFICATION WITH
STATES.—A certification granted to a multiple employer
welfare arrangement under this part shall not be effective
unless written notice of such certification is filed with the
State insurance commissioner of each State in which at
least 5 percent of the individuals covered under the ar-
rangement are located. For purposes of this subsection,
an individual shall be considered to be located in the State
in which a known address of such individual is located or
in which such individual is employed. The Secretary may
by regulation provide in specified cases for the application
of the preceding sentence with lesser percentages in lieu
of such 5 percent amount.
“SEC. 706. DISCLOSURE TO PARTICIPATING EMPLOYERS BY
ARRANGEMENTS PROVIDING MEDICAL CARE.
“(a) IN GENERAL.—A multiple employer welfare ar-

rangement providing benefits consisting of medical care
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1 described in section 607(1) shall issue to each participat-

2 ing employer—

3 “(1) a document equivalent to the summary
4 plan description required of plans under part 1,

5 “(2) information describing the contribution
6 rates applicable to participating employers, and

7 “(3) a statement indicating—

8 “(A) that the arrangement is not a li-
9 censed insurer under the laws of any State,

10 “(B) whether coverage under the arrange-
11 ment is fully insured, and

12 “(C) if coverage under the arrangement if
13 not fully insured, (i) whether the arrangement
14 Is (or has ceased to be) a certified multiple em-
15 ployer health plan, and (ii) if such an arrange-
16 ment is a certified multiple employer health
17 plan, that such arrangement is treated as an
18 employee welfare benefit plan under this title.
19 “(b) TiMe For DiscLosURE.—Such information

20 shall be issued to employers within such reasonable period
21 of time before becoming participating employers as may
22 Dbe prescribed in regulations of the Secretary.

23 “SEC. 707. MAINTENANCE OF RESERVES.

24 “(a) IN GENERAL.—Each multiple employer welfare

25 arrangement which is or has been a certified multiple em-
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ployer health plan and under which coverage is not fully
insured shall establish and maintain such excess/stop loss
coverage as the Secretary considers appropriate and shall
establish and maintain reserves, consisting of—

“(1) a reserve for unearned contributions,

“(2) a reserve for payment of claims reported
and not yet paid and claims incurred but not yet re-
ported, and for expected administrative costs with
respect to such claims, and

“(3) a reserve, in an amount recommended by
the qualified actuary, for any other obligations of
the arrangement.

“(b) MINIMUM AMOUNT FOR CERTAIN RESERVES.—
The total of the reserves described in subsection (a)(2)
shall not be less than an amount equal to 25 percent of
expected incurred claims and expenses for the plan year.

“(c) REQUIRED MARGIN.—INn determining the
amounts of reserves required under this section in connec-
tion with any multiple employer welfare arrangement, the
qualified actuary shall include a margin for error and
other fluctuations taking into account the specific
circumstances of such arrangement.

“(d) ADDITIONAL REQUIREMENTS.—The Secretary
may provide such additional requirements relating to re-

serves and excess/stop loss coverage as the Secretary con-
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siders appropriate. Such requirements may be provided,
by regulation or otherwise, with respect to any arrange-
ment or any class of arrangements.

“(e) ADJUSTMENTS FOR Excess/Stop Loss Cov-
ERAGE.—The Secretary may provide for adjustments to
the levels of reserves otherwise required under subsections
(@) and (b) with respect to any arrangement or class of
arrangements to take into account excess/stop loss cov-
erage provided with respect to such arrangement or ar-
rangements.

“(f) ALTERNATIVE MEANS OF COMPLIANCE.—The
Secretary may permit an arrangement to substitute, for
all or part of the reserves required under subsection (a),
such security, guarantee, or other financial arrangement
as the Secretary determines to be adequate to enable the
arrangement to fully meet all its financial obligations on
a timely basis.

“SEC. 708. CORRECTIVE ACTIONS.

“(a) AcTtions To Avoib DepLETION oOF RE-
SERVES.—A multiple employer welfare arrangement with
respect to which there is or has been in effect a certifi-
cation granted under this part shall continue to meet the
requirements of section 707, irrespective of whether such
certification continues in effect. The operating committee

of such arrangement shall determine semiannually wheth-
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er the requirements of section 707 are met. In any case
In which the committee determines that there is reason
to believe that there is or will be a failure to meet such
requirements, or the Secretary makes such a determina-
tion and so notifies the committee, the committee shall
immediately notify the qualified actuary engaged by the
arrangement, and such actuary shall, not later than the
end of the next following month, make such recommenda-
tions to the committee for corrective action as the actuary
determines necessary to ensure compliance with section
707. Not later than 10 days after receiving from the actu-
ary recommendations for corrective actions, the committee
shall notify the Secretary (in such form and manner as
the Secretary may prescribe by regulation) of such rec-
ommendations of the actuary for corrective action, to-
gether with a description of the actions (if any) that the
committee has taken or plans to take in response to such
recommendations. The committee shall thereafter report
to the Secretary, in such form and frequency as the Sec-
retary may specify to the committee, regarding corrective
action taken by the committee until the requirements of
section 707 are met.
“(b) TERMINATION.—
“(1) NOTICE OF TERMINATION.—In any case in

which the operating committee of a multiple em-
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ployer welfare arrangement which is or has been a
certified multiple employer health plan determines
that there is reason to believe that the arrangement
will terminate, the committee shall so inform the
Secretary, shall develop a plan for winding up the
affairs of the arrangement in connection with such
termination in a manner which will result in timely
payment of all benefits for which the arrangement is
obligated, and shall submit such plan in writing to
the Secretary. Actions required under this paragraph
shall be taken in such form and manner as may be
prescribed in regulations of the Secretary.

“(2) ACTIONS REQUIRED IN CONNECTION WITH
TERMINATION.—In any case in which—

“(A) the Secretary has been notified under
subsection (a) of a failure of a multiple em-
ployer welfare arrangement which is or has
been a certified multiple employer health plan
to meet the requirements of section 707 and
has not been notified by the operating commit-
tee of the arrangement that corrective action
has restored compliance with such require-
ments, and

“(B) the Secretary determines that the

continuing failure to meet the requirements of
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section 707 can be reasonably expected to result
in a continuing failure to pay benefits for which
the arrangement is obligated,

the operating committee of the arrangement shall, at

the direction of the Secretary, terminate the ar-

rangement and, in the course of the termination,
take such actions as the Secretary may require as
necessary to ensure that the affairs of the arrange-
ment will be, to the maximum extent possible, wound
up in a manner which will result in timely payment
of all benefits for which the arrangement is
obligated.

“SEC. 709. EXPIRATION, SUSPENSION, OR REVOCATION OF

CERTIFICATION.

“(a) EXPIRATION AND RENEWAL OF CERTIFI-
CATION.—A certification granted to a multiple employer
welfare arrangement under this part shall expire 3 years
after the date on which the certification is granted. A cer-
tification which has expired may be renewed by means of
application for a certification in accordance with section
704,

“(b) SusSPENSION OR REVOCATION OF CERTIFI-
CATION BY SECRETARY.—The Secretary may suspend or
revoke a certification granted to a multiple employer wel-

fare arrangement under this part—
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“(1) for any cause that may serve as the basis

for the denial of an initial application for such a cer-

tification under section 704, or

“(2) if the Secretary finds that—

“(A) the arrangement, or the sponsor
thereof, in the transaction of business while
under the certification, has used fraudulent, co-
ercive, or dishonest practices, or has dem-
onstrated incompetence, untrustworthiness, or
financial irresponsibility,

“(B) the arrangement, or the sponsor
thereof, is using such methods or practices in
the conduct of its operations, so as to render its
further transaction of operations hazardous or
injurious to participating employers, or covered
individuals,

“(C) the arrangement, or the sponsor
thereof, has refused to be examined in accord-
ance with this part or to produce its accounts,
records, and files for examination in accordance
with this part, or

“(D) any of the officers of the arrange-
ment, or the sponsor thereof, has refused to
give information with respect to the affairs of

the arrangement or the sponsor or to perform
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any other legal obligation relating to such an
examination when required by the Secretary in
accordance with this part.
Any such suspension or revocation under this subsection
shall be effective only upon a final decision of the Sec-
retary made after notice and opportunity for a hearing
Is provided in accordance with section 710.

“(c) SuUSPENSION OR REvVOCATION OF CERTIFI-
CATION UNDER COURT PROCEEDINGS.—A certification
granted to a multiple employer welfare arrangement under
this part may be suspended or revoked by a court of com-
petent jurisdiction in an action by the Secretary brought
under paragraph (2), (5), or (6) of section 502(a), except
that the suspension or revocation under this subsection
shall be effective only upon notification of the Secretary
of such suspension or revocation.

“(d) NOTIFICATION OF PARTICIPATING EMPLOY-
ErRs.—AIl participating employers in a multiple employer
welfare arrangement shall be notified of the expiration,
suspension, or revocation of a certification granted to such
arrangement under this part, by such persons and in such
form and manner as shall be prescribed in regulations of
the Secretary, not later than 20 days after such expiration
or after receipt of notice of a final decision requiring such

suspension or revocation.
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“(e) PUBLICATION OF EXPIRATIONS, SUSPENSIONS,
AND REvocATIONS.—The Secretary shall publish all expi-
rations of, and all final decisions to suspend or revoke,
certifications granted under this part.

“SEC. 710. REVIEW OF ACTIONS OF THE SECRETARY.

“(a) IN GENERAL.—ANYy decision by the Secretary
which involves the denial of an application by a multiple
employer welfare arrangement for a certification under
this part or the suspension or revocation of such a certifi-
cation shall contain a statement of the specific reason or
reasons supporting the Secretary’s action, including ref-
erence to the specific terms of the certification and the

statutory provision or provisions relevant to the deter-

mination.
“(b) DENIALS OF APPLICATIONS.—In the case of the
denial of an application for a certification under this part,

the Secretary shall send a copy of the decision to the appli-
cant by certified or registered mail at the address specified
in the records of the Secretary. Such decision shall con-
stitute the final decision of the Secretary unless the ar-
rangement, or any party that would be prejudiced by the
decision, files a written appeal of the denial within 30 days
after the mailing of such decision. The Secretary may af-
firm, modify, or reverse the initial decision. The decision

on appeal shall become final upon the mailing of a copy
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by certified or registered mail to the arrangement or party
that filed the appeal.

“(c) SUSPENSIONS OR REVOCATIONS OF CERTIFI-
CATION.—In the case of the suspension or revocation of
a certification granted under this part, the Secretary shall
send a copy of the decision to the arrangement by certified
or registered mail at its address, as specified in the
records of the Secretary. Upon the request of the arrange-
ment, or any party that would be prejudiced by the sus-
pension or revocation, filed within 15 days of the mailing
of the Secretary’s decision, the Secretary shall schedule
a hearing on such decision by written notice, sent by cer-
tified or registered mail to the arrangement or party
requesting such hearing. Such notice shall set forth—

“(1) a specific date and time for the hearing,
which shall be within the 10-day period commencing

20 days after the date of the mailing of the notice,

and

“(2) a specific place for the hearing, which shall
be in the District of Columbia or in the State and
county thereof (or parish or other similar political
subdivision thereof) in which is located the arrange-

ment’s principal place of business.
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The decision as affirmed or modified in such hearing shall
constitute the final decision of the Secretary, unless such
decision is reversed in such hearing.
“SEC. 711. SMALL EMPLOYER POOLING ARRANGEMENTS.
“(a) REQUIREMENTS FOR SEPAs APPLICABLE
WHERE SIGNIFICANT NUMBER OF SMALL EMPLOYERS
PARTICIPATE.—IN any case in which coverage is provided
for the current plan year under a multiple employer health
plan and more than 10 percent of the participating em-
ployers in the arrangement are small employers (as de-
fined in section 1902 of the Bipartisan Health Care Re-
form Act of 1994), the entity sponsoring such arrange-
ment shall ensure that such arrangement is maintained

for such year in the form of a small employer pooling ar-

rangement.
“(b) REQUIREMENTS FOR SMALL EMPLOYER PooL-
ING ARRANGEMENTS.—For purposes of this part, an ar-

rangement is maintained in the form of a small employer

pooling arrangement for any applicable fiscal year, if—

“(1) the benefits under the arrangement consist

solely of medical care described in section 607(1)

(disregarding such incidental benefits as the Sec-
retary of Labor shall specify by regulations),

“(2) the general requirements of subsection (c)

are met with respect to the arrangement, and
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“(3) the arrangement constitutes a certified
multiple employer health plan under this part and
the requirements of subsection (c) are met with re-
spect to the arrangement.

“(c) REQUIREMENTS FOR ARRANGEMENTS PROVID-

ING SELF-INSURED COVERAGE.—

“(1) IN GENERAL.—The requirements of this
subsection with respect to a small employer purchas-
ing arrangement are as follows:

“(A) The arrangement meets the guaran-
teed issue requirements specified in paragraph
(2).

“(B) The arrangement participates in any
risk adjustment mechanisms established under
section 1023 of the Bipartisan Health Care Re-
form Act of 1994.

“(C) Under the arrangement, with respect
to all participating employers as of the begin-
ning of each plan year, the total number of eli-
gible employees is not less than 100.

“(2) REQUIRED SCOPE OF ELIGIBILITY FOR
PARTICIPATING EMPLOYERS.—

“(A) IN GENERAL.—Under the terms of
the written instruments governing the arrange-

ment, all restrictions on the eligibility of em-
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ployers to be participating employers in the ar-
rangement are specifically set forth and consist
solely of criteria described in subparagraph (B),
and all employers with respect to whom such
criteria are met may be participating employers.
No such restrictions under the arrangement
shall be considered enforceable unless they are
so specified.

“(B) CRITERIA FOR RESTRICTIONS ON
PARTICIPATING EMPLOYERS.—The terms of the
arrangement shall define restrictions on eligi-
bility of employers to be participating employers
only by reference to one or more of the follow-
Ing criteria:

“(i) Participating employers are re-
stricted to those located in one or more
specified geographic locations.

“(if) Participating employers are re-
stricted to those who are (or whose owners,
officers, or employees are) members of one
or more trade associations, industry asso-
ciations, professional associations, or

chambers of commerce (or similar business

groups).
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“(ii) Participating employers are re-
stricted to those who are otherwise related
by specified supply contracts, franchise ar-
rangements, or common ownership inter-
ests.

“(iv) Participating employers are re-
stricted to employers whose employees are
covered under one or more specified collec-
tive bargaining agreements.

“(d) REFERENCE TO LIMITATION ON SELF-INSUR-
ANCE BY SMALL EmMPLOYERS.—For restriction on self-in-
surance by small employers, see section 1305 of the Bipar-
tisan Health Care Reform Act of 1994.”.

(b) CONFORMING AMENDMENT TO DEFINITION OF
PLAN Sponsor.—Section 3(16)(B) of such Act (29
U.S.C. 1002(16)(B)) is amended by adding at the end the
following new sentence: *“‘Such term also includes the spon-
sor (as defined in section 701(5)) of a multiple employer
welfare arrangement which is or has been a certified mul-
tiple employer health plan (as defined in section 701(9)).”.

(¢) ALTERNATIVE MEANS OF DISTRIBUTION OF
SUMMARY PLAN DEscriIPTIONS.—Section 110 of such
Act (29 U.S.C. 1030) is amended by adding at the end

the following new subsection:
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“(c) The Secretary shall prescribe, as an alternative
method for distributing summary plan descriptions in
order to meet the requirements of section 104(b)(1) in the
case of multiple employer welfare arrangements providing
benefits consisting of medical care described in section
607(1), a means of distribution of such descriptions by
participating employers.”.

(d) CLericAL AMENDMENT.—The table of contents
in section 1 of the Employee Retirement Income Security
Act of 1974 is amended by inserting after the item relat-

ing to section 608 the following new items:

“PART 7—MULTIPLE EMPLOYER HEALTH PLANS

“Sec. 701. Definitions.

“Sec. 702. Certified multiple employer health plans relieved of certain restric-
tions on preemption of State law and treated as employee wel-
fare benefit plans.

“Sec. 703. Certification procedure.

“Sec. 704. Eligibility requirements.

“Sec. 705. Additional requirements applicable to certified multiple employer
health plans.

“Sec. 706. Disclosure to participating employers by arrangements providing
medical care.

“Sec. 707. Maintenance of reserves.

“Sec. 708. Corrective actions.

“Sec. 709. Expiration, suspension, or revocation of certification.

“Sec. 710. Review of actions of the Secretary.

“Sec. 711. Small employer pooling arrangement.”.

SEC. 1402. CLARIFICATION OF SCOPE OF PREEMPTION
RULES.

(@) IN GENERAL.—Section 514(b)(6)(A)(ii) of the

Employee Retirement Income Security Act of 1974 (29

U.S.C. 1144(b)(6)(A)(ii)) is amended by inserting ““, but

only, in the case of an arrangement which provides medi-
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cal care described in section 607(1) and with respect to
which a certification under part 7 is not in effect,”” before
“to the extent not inconsistent with the preceding sections
of this title”.

(b) Cross-REFERENCE.—Section 514(b)(6) of such
Act (29 U.S.C. 1144(b)(6)) is amended by adding at the
end the following new subparagraph:

“(E) For additional rules relating to exemption from
subparagraph (A)(ii) of multiple employer welfare ar-
rangements providing medical care, see part 7.”.

SEC. 1403. CLARIFICATION OF TREATMENT OF SINGLE EM-
PLOYER ARRANGEMENTS.

Section 3(40)(B) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002(40)(B)) is
amended—

(1) in clause (i), by inserting “for any plan year
of any such plan, or any fiscal year of any such
other arrangement,” after *‘single employer”, and by
inserting “‘during such year or at any time during
the preceding 1-year period” after ‘“‘common con-
trol’’;

(2) in clause (iii), by striking ‘““common control
shall not be based on an interest of less than 25 per-
cent” and inserting “an interest of greater than 25

percent may not be required as the minimum inter-
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1 est necessary for common control”, and by striking
2 “and” at the end,;
3 (3) by redesignating clauses (iv) and (v) as
4 clauses (v) and (vi); and
5 (4) by inserting after clause (iii) the following
6 new clause:
7 “(iv) in determining, after the application of
8 clause (i), whether benefits are provided to employ-
9 ees of two or more employers, the arrangement shall
10 be treated as having only 1 participating employer
11 if, at the time the determination under clause (i) is
12 made, the number of individuals who are employees
13 and former employees of any one participating em-
14 ployer and who are covered under the arrangement
15 Is greater than 95 percent of the aggregate number
16 of all individuals who are employees or former em-
17 ployees of participating employers and who are
18 covered under the arrangement,”.
19 SEC. 1404. CLARIFICATION OF TREATMENT OF CERTAIN
20 COLLECTIVELY  BARGAINED  ARRANGE-
21 MENTS.

22 (@) IN GENERAL.—Section 3(40)(A)(i) of the Em-
23 ployee Retirement Income Security Act of 1974 (29
24 U.S.C. 1002(40)(A)(1)) is amended to read as follows:
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1 “(i) under or pursuant to one or more collective
2 bargaining agreements,”.

3 (b) LimiTAaTiOoNs.—Section 3(40) of such Act (29
4 U.S.C. 1002(40)) is amended by adding at the end the
5 following new subparagraphs:

6 “(C) Clause (i) of subparagraph (A) shall apply only
7 if—

8 “(i) the plan or other arrangement, and the em-
9 ployee organization or any other entity sponsoring
10 the plan or other arrangement, do not—
11 “(1) utilize the services of any licensed in-
12 surance agent or broker for soliciting or enroll-
13 ing employers or individuals as participating
14 employers or covered individuals under the plan
15 or other arrangement, or
16 “(11) pay a commission or any other type
17 of compensation to a person that is related ei-
18 ther to the volume or number of employers or
19 individuals solicited or enrolled as participating
20 employers or covered individuals under the plan
21 or other arrangement, or to the dollar amount
22 or size of the contributions made by participat-
23 ing employers or covered individuals to the plan
24 or other arrangement,
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“(i1) not less than 85 percent of the covered in-
dividuals under the plan or other arrangement are
individuals who—

“(1) are employed within a bargaining unit
covered by at least one of the collective bargain-
ing agreements with a participating employer
(or are covered on the basis of an individual’s
employment in such a bargaining unit), or

“(I1) are present or former employees of
the sponsoring employee organization, of an
employer who is or was a party to at least one
of the collective bargaining agreements, or of
the plan or other arrangement or a related plan
or arrangement (or are covered on the basis of
such present or former employment),

“(iii) the plan or other arrangement does not
provide benefits to individuals (other than individ-
uals described in clause (ii)(11)) who work outside
the standard metropolitan statistical area in which
the sponsoring employee organization represents em-
ployees (or to individuals (other than individuals de-
scribed in clause (ii)(11)) on the basis of such work
by others), except that in the case of a sponsoring
employee organization that represents employees

who work outside of any standard metropolitan sta-

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N DN DN DD DN P PP PP PP PP
aa A WO N P O ©W 00 N O O b W N B O

Title 1, Subtitle E
129

tistical area, this clause shall be applied by reference

to the State in which the sponsoring organization

represents employees, and

“(iv) the employee organization or other entity
sponsoring the plan or other arrangement certifies
to the Secretary each year, in a form and manner
which shall be prescribed in regulations of the Sec-
retary—

“(1) that the plan or other arrangement
meets the requirements of clauses (i), (ii), and
(iii), and

“(11) if, for any year, 10 percent or more
of the covered individuals under the plan are in-
dividuals not described in subclause (1) or (11)
of clause (ii), the total number of covered indi-
viduals and the total number of covered individ-
uals not so described.

“(D)(i) Clause (i) of subparagraph (A) shall not
apply to a plan or other arrangement that is established
or maintained pursuant to one or more collective bargain-
ing agreements which the National Labor Relations Board
determines to have been negotiated or otherwise agreed
to in a manner or through conduct which violates section
8(a)(2) of the National Labor Relations Act (29 U.S.C.
158(a)(2)).
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“(i)(1) Whenever a State insurance commissioner
has reason to believe that this subparagraph is applicable
to part or all of a plan or other arrangement, the State
insurance commissioner may file a petition with the Na-
tional Labor Relations Board for a determination under
clause (i), along with sworn written testimony supporting
the petition.

“(11) The Board shall give any such petition priority
over all other petitions and cases, other than other peti-
tions under subclause (1) or cases given priority under sec-
tion 10 of the National Labor Relations Act (29 U.S.C.
160).

“(111) The Board shall determine, upon the petition
and any response, whether, on the facts before it, the plan
or other arrangement was negotiated, created, or other-
wise agreed to in a manner or through conduct which vio-
lates section 8(a)(2) of the National Labor Relations Act
(29 U.S.C. 158(a)(2)). Such determination shall con-
stitute a final determination for purposes of this subpara-
graph and shall be binding in all Federal or State actions
with respect to the status of the plan or other arrangement
under this subparagraph.

“(1V) A person aggrieved by the determination of the
Board under subclause (I11) may obtain review of the de-

termination in any United States court of appeals in the
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circuit in which the collective bargaining at issue occurred.
Commencement of proceedings under this subclause shall
not, unless specifically ordered by the court, operate as
a stay of any State administrative or judicial action or
proceeding related to the status of the plan or other ar-
rangement, except that in no case may the court stay, be-
fore the completion of the review, an order which prohibits
the enrollment of new individuals into coverage under a
plan or arrangement.”,

SEC. 1405. EMPLOYEE LEASING HEALTH CARE ARRANGE-

MENTS.

(2) EmMPLOYEE LEASING HEALTH CARE ARRANGE-
MENT DEFINED.—Section 3 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1002) is amended
by adding at the end the following new paragraph:

“(43)(A) Subject to subparagraph (B), the term ‘em-
ployee leasing health care arrangement’ means any labor
leasing arrangement, staff leasing arrangement, extended
employee staffing or supply arrangement, or other ar-
rangement under which—

“(i) one business or other entity (hereinafter in

this paragraph referred to as the ‘lessee’), under a

lease or other arrangement entered into with any

other business or other entity (hereinafter in this

paragraph referred to as the ‘lessor’), receives from
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the lessor the services of individuals to be performed
under such lease or other arrangement, and

“(i1) benefits consisting of medical care de-
scribed in section 607(1) are provided to such indi-
viduals or such individuals and their dependents as
participants and beneficiaries.

“(B) Such term does not include an arrangement de-
scribed in subparagraph (A) if, under such arrangement,
the lessor retains, both legally and in fact, a complete
right of direction and control within the scope of employ-
ment over the individuals whose services are supplied
under such lease or other arrangement, and such individ-
uals perform a specified function for the lessee which is
separate and divisible from the primary business or oper-
ations of the lessee.”.

(b) TREATMENT OF EMPLOYEE LEASING HEALTH
CARE ARRANGEMENTS AS MuULTIPLE EMPLOYER WEL-
FARE ARRANGEMENTS.—Section 3(40) of such Act (29
U.S.C. 1002(40)) (as amended by section 1404(b)) is fur-
ther amended by adding at the end the following new sub-
paragraph:

“(E) The term ‘multiple employer welfare arrange-
ment’ includes any employee leasing health care arrange-

ment.”.

*HR 5228 IH



Title 1, Subtitle E
133

(c) SpeciAL RuLEsS FOR EMPLOYEE LEASING
HEALTH CARE ARRANGEMENTS.—
(1) IN GENERAL.—Part 7 of subtitle B of title
I of such Act (as added by section 1401(a)) is
amended by adding at the end the following new sec-
tion:
“SEC. 712. SPECIAL RULES FOR EMPLOYEE LEASING
HEALTH CARE ARRANGEMENTS.
“(a) IN GENERAL.—The requirements of paragraphs
(1), (2), and (3) of section 704(b) shall be treated as satis-
fied in the case of a multiple employer welfare arrange-
ment that is an employee leasing health care arrangement
if the application for certification includes information
which the Secretary determines to be complete and accu-
rate and sufficient to demonstrate that the following
requirements are met with respect to the arrangement:
“(1) 3-YEAR TENURE.—The lessor has been in
operation for not less than 3 years.
“(2) SOLICITATION RESTRICTIONS.—Employee
leasing services provided under the arrangement are
not solicited, advertised, or marketed through li-
censed insurance agents or brokers acting in such
capacity.
“(3) CREATION OF EMPLOYMENT RELATION-

SHIP.—
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“(A) DiscLOSURE STATEMENT.—Written
notice is provided to each applicant for employ-
ment subject to coverage under the arrange-
ment, at the time of application for employment
and before commencing coverage under the ar-
rangement, stating that the employer is the les-
sor under the arrangement.

“(B) INFORMED CONSENT.—Each such
applicant signs a written statement consenting
to the employment relationship with the lessor.

“(C) INFORMED RECRUITMENT OF LES-
SEE’S EMPLOYEES.—In any case in which the
lessor offers employment to an employee of a
lessee under the arrangement, the lessor in-
forms each employee in writing that his or her
acceptance of employment with the lessor is vol-
untary and that refusal of such offer will not be
deemed to be resignation from or abandonment
of current employment.

“(4) REQUISITE EMPLOYER-EMPLOYEE RELA-

TIONSHIP UNDER ARRANGEMENT.—Under the em-
ployer-employee relationship with the employees of

the lessor—
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“(A) the lessor retains the ultimate author-
ity to hire, terminate, and reassign such em-
ployees,

“(B) the lessor is responsible for the pay-
ment of wages, payroll-related taxes, and em-
ployee benefits, without regard to payment by
the lessee to the lessor for its services,

“(C) the lessor maintains the right of di-
rection and control over its employees, except to
the extent that the lessee is responsible for su-
pervision of the work performed consistent with
the lessee’s responsibility for its product or
service, and

“(D) in accordance with section 301(a) of
the Labor Management Relations Act, 1947 (29
U.S.C. 185(a)), the lessor retains in the ab-
sence of an applicable collective bargaining
agreement, the right to enter into arbitration
and to decide employee grievances, and

“(E) no owner, officer, or director of, or
partner in, a lessee is an employee of the lessor,
and not more than 10 percent of the individuals
covered under the arrangement consist of own-
ers, officers, or directors of, or partners in,

such a lessee (or any combination thereof).
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1 “(b) DeErFINITIONS.—Fo0r purposes of this section—
2 “(1) LESSOR.—The term ‘lessor’ means the
3 business or other entity from which services of indi-
4 viduals are obtained under an employee leasing
5 health care arrangement.
6 “(2) Lessee.—The term ‘lessee’ means a busi-
7 ness or other entity which receives the services of in-
8 dividuals provided under an employee leasing health
9 care arrangement.”.
10 (2) CLERICAL AMENDMENT.—The table of con-
11 tents in section 1 of such Act (as amended by sec-
12 tion 1401(d)) is further amended by inserting after
13 the item relating to section 711 the following new
14 item:

“Sec. 712. Employee leasing health care arrangements.”.

15 SEC. 1406. ENFORCEMENT PROVISIONS RELATING TO MUL-

16 TIPLE EMPLOYER WELFARE ARRANGEMENTS
17 AND EMPLOYEE LEASING HEALTH CARE AR-
18 RANGEMENTS.

19 (2) ENFORCEMENT OF FILING REQUIREMENTS.—

20 Section 502 of the Employee Retirement Income Security
21 Actof 1974 (29 U.S.C. 1132) is amended—

22 (1) in subsection (a)(6), by striking *‘subsection
23 (©)(2) or (i) or ()’ and inserting “paragraph (2) or

24 (4) of subsection (c) or subsection (i) or (I)”’; and
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1 (2) by adding at the end of subsection (c) the
2 following new paragraph:

3 “(4) The Secretary may assess a civil penalty against
4 any person of up to $1,000 a day from the date of such
5 person’s failure or refusal to file the information required
6 to be filed with the Secretary under section 101(g).”.

7 (b) AcTioNs BY STATES IN FEDERAL COURT.—Sec-
8 tion 502(a) of such Act (29 U.S.C. 1132(a)) is amended—
9 (1) in paragraph (5), by striking “or” at the
10 end;
11 (2) in paragraph (6), by striking the period and
12 inserting “, or”’; and
13 (3) by adding at the end the following:
14 “(7) by a State official having authority under
15 the law of such State to enforce the laws of such
16 State regulating insurance, to enjoin any act or
17 practice which violates any provision of part 7 which
18 such State has the power to enforce under part 7.”.
19 (¢) CRIMINAL PENALTIES FOR CERTAIN WILLFUL

20 MISREPRESENTATIONS.—Section 501 of such Act (29

21 U.S.C. 1131) is amended—

22 (1) by inserting *““(a)” after “*Sec. 501.”; and
23 (2) by adding at the end the following new sub-
24 section:
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“(b) Any person who, either willfully or with willful

blindness, falsely represents, to any employee, any employ-
ee’s beneficiary, any employer, the Secretary, or any State,
an arrangement established or maintained for the purpose
of offering or providing any benefit described in section
3(1) to employees or their beneficiaries as—

“(1) being a certified multiple employer health

plan (as defined in section 701(9)),

“(2) being an employee leasing health care ar-
rangement under a certification granted under part

7, 0r

“(3) having been established or maintained
under or pursuant to a collective bargaining agree-
ment,

shall, upon conviction, be imprisoned not more than five
years, be fined under title 18, United States Code, or
both.”.

(d) Cease AcTiviTiIES ORDERs.—Section 502 of
such Act (29 U.S.C. 1132) is amended by adding at the
end the following new subsection:

“(m)(1) Subject to paragraph (2), upon application
by the Secretary showing the operation, promotion, or
marketing of a multiple employer welfare arrangement
providing benefits consisting of medical care described in

section 607(1) that—
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“(A) is not licensed, registered, or otherwise ap-
proved under the insurance laws of the States in
which the arrangement offers or provides benefits, or

“(B) is not operating in accordance with the

1
2
3
4
5 terms of a certification granted by the Secretary
6 under part 7,

7 a district court of the United States shall enter an order
8 requiring that the arrangement cease activities.

9 “(2) Paragraph (1) shall not apply in the case of a
10 multiple employer welfare arrangement if the arrangement
11 shows that—

12 “(A) coverage under it is fully insured, within

13 the meaning of section 701(8),

14 “(B) it is licensed, registered, or otherwise ap-
15 proved in each State in which it offers or provides
16 benefits, except to the extent that such State does
17 not require licensing, registration, or approval of
18 multiple employer welfare arrangements under which
19 all coverage is fully insured, and

20 “(C) with respect to each such State, it is oper-
21 ating in accordance with applicable State insurance
22 laws that are not superseded under section 514.

23 “(3) The court may grant such additional equitable

24 or remedial relief, including any relief available under this

25 title, as it deems necessary to protect the interests of the

*HR 5228 IH



© 00O N O 0o B~ W N P

N N N P B R R R R R R R
N B O © 0 N O U M W N L O

23
24
25

Title 1, Subtitle E
140

public and of persons having claims for benefits against
the arrangement.”.

() REsPONSIBILITY FOR CLAIMS PROCEDURE.—
Section 503 of such Act (29 U.S.C. 1133) is amended by
adding at the end (after and below paragraph (2)) the fol-
lowing new sentence: ““The terms of each multiple em-
ployer welfare arrangement to which this section applies
and which provides benefits consisting of medical care de-
scribed in section 607(1) shall require the operating com-
mittee or the named fiduciary (as applicable) to ensure
that the requirements of this section are met in connection
with claims filed under the arrangement.”.

SEC. 1407. FILING REQUIREMENTS FOR MULTIPLE EM-
PLOYER WELFARE ARRANGEMENTS PROVID-
ING HEALTH BENEFITS.

Section 101 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1021) is amended—

(1) by redesignating subsection (g) as sub-
section (h); and

(2) by inserting after subsection (f) the follow-
ing new subsection:

“(9)(1) Each multiple employer welfare arrangement
shall file with the Secretary a registration statement de-
scribed in paragraph (2) within 60 days before commenc-

ing operations (in the case of an arrangement commencing
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operations on or after January 1, 1997) and no later than
February 15 of each year (in the case of an arrangement
in operation since the beginning of such year), unless, as
of the date by which such filing otherwise must be made,
such arrangement provides no benefits consisting of medi-
cal care described in section 607(2).

“(2) Each registration statement—

“(A) shall be filed in such form, and contain
such information concerning the multiple employer
welfare arrangement and any persons involved in its
operation (including whether coverage under the ar-
rangement is fully insured), as shall be provided in
regulations which shall be prescribed by the Sec-
retary, and

“(B) if coverage under the arrangement is not
fully insured, shall contain a certification that copies
of such registration statement have been transmitted
by certified mail to—

“(i) in the case of an arrangement which

Is a certified multiple employer health plan (as

defined in section 701(9)), the State insurance

commissioner of the domicile State of such ar-
rangement, or
“(i) in the case of an arrangement which

Is not a certified multiple employer health plan,
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the State insurance commissioner of each State

in which the arrangement is located.

“(3) The person or persons responsible for filing the
annual registration statement are—

“(A) the trustee or trustees so designated by
the terms of the instrument under which the mul-
tiple employer welfare arrangement is established or
maintained, or

“(B) in the case of a multiple employer welfare
arrangement for which the trustee or trustees can-
not be identified, or upon the failure of the trustee
or trustees of an arrangement to file, the person or
persons actually responsible for the acquisition, dis-
position, control, or management of the cash or
property of the arrangement, irrespective of whether
such acquisition, disposition, control, or management
Is exercised directly by such person or persons or
through an agent designated by such person or
persons.

“(4) Any agreement entered into under section
506(c) with a State as the primary domicile State with
respect to any multiple employer welfare arrangement
shall provide for simultaneous filings of reports required
under this subsection with the Secretary and with the

State insurance commissioner of such State.”.

*HR 5228 IH



Title 1, Subtitle E

143

1 SEC. 1408. COOPERATION BETWEEN FEDERAL AND STATE

2
3

AUTHORITIES.

Section 506 of the Employee Retirement Income Se-

4 curity Act of 1974 (29 U.S.C. 1136) is amended by adding

5 at the end the following new subsection:

6

“(c) REspoNsIBILITY WITH RESPECT To MULTIPLE

7 EMPLOYER WELFARE ARRANGEMENTS.—

8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

“(1) STATE ENFORCEMENT.—

“(A) AGREEMENTS WITH STATES.—A
State may enter into an agreement with the
Secretary for delegation to the State of some or
all of the Secretary’s authority under sections
502 and 504 to enforce the provisions of this
title applicable to multiple employer welfare ar-
rangements which are or have been certified
multiple employer health plans (as defined in
section 701(9)). The Secretary shall enter into
the agreement if the Secretary determines that
the delegation provided for therein would not
result in a lower level or quality of enforcement
of the provisions of this title.

“(B) DELEGATIONS.—ANy department,
agency, or instrumentality of a State to which
authority is delegated pursuant to an agree-
ment entered into under this paragraph may, if

authorized under State law and to the extent
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consistent with such agreement, exercise the
powers of the Secretary under this title which
relate to such authority.

“(C) CONCURRENT AUTHORITY OF THE
SECRETARY.—If the Secretary delegates author-
ity to a State in an agreement entered into
under subparagraph (A), the Secretary may
continue to exercise such authority concurrently
with the State.

“(D) RECOGNITION OF PRIMARY DOMICILE
STATE.—In entering into any agreement with a
State under subparagraph (A), the Secretary
shall ensure that, as a result of such agreement
and all other agreements entered into under
subparagraph (A), only one State will be recog-
nized, with respect to any particular multiple
employer welfare arrangement, as the primary
domicile State to which authority has been dele-
gated pursuant to such agreements.

“(2) ASSISTANCE TO STATES.—The Secretary

shall—

“(A) provide enforcement assistance to the
States with respect to multiple employer welfare
arrangements, including, but not limited to, co-

ordinating Federal and State efforts through
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the establishment of cooperative agreements
with appropriate State agencies under which
the Pension and Welfare Benefits Administra-
tion keeps the States informed of the status of
its cases and makes available to the States in-
formation obtained by it,

“(B) provide continuing technical assist-
ance to the States with respect to issues involv-
ing multiple employer welfare arrangements
and this Act,

“(C) assist the States in obtaining from
the Office of Regulations and Interpretations
timely and complete responses to requests for
advisory opinions on issues described in sub-
paragraph (B), and

“(D) distribute copies of all advisory opin-
lons described in subparagraph (C) to the State
insurance commissioner of each State.”.

SEC. 1409. EFFECTIVE DATE; TRANSITIONAL RULES.

(2) EFFecTivE DATE.—The amendments made by
this part shall take effect January 1, 1997, except that
the Secretary of Labor shall first issue regulations to carry
out such amendments by not later than January 1, 1996.
The Secretary shall issue all regulations necessary to carry

out such amendments before the effective date thereof.
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(b) TRANSITIONAL RULES.—If the sponsor of a mul-
tiple employer welfare arrangement which, as of January
1, 1996, provides benefits consisting of medical care de-
scribed in section 607(1) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1167(1)) files with
the Secretary of Labor an application for a certification
under part 7 of subtitle B of title I of such Act within
180 days after such date and the Secretary has not, as
of 90 days after receipt of such application, found such
application to be materially deficient, section 514(b)(6)(A)
of such Act (29 U.S.C. 1144(b)(6)(A)) shall not apply
with respect to such arrangement during the 18-month pe-
riod following such date. If the Secretary determines, at
any time after the date of enactment of this Act, that any
such exclusion from coverage under the provisions of such
section 514(b)(6)(A) of such Act of a multiple employer
welfare arrangement would be detrimental to the interests
of individuals covered under such arrangement, such ex-
clusion shall cease as of the date of the determination.
Any determination made by the Secretary under this sub-

section shall be in the Secretary’s sole discretion.
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PART 2—SIMPLIFYING FILING OF REPORTS FOR

EMPLOYERS COVERED UNDER MULTIPLE

EMPLOYER WELFARE ARRANGEMENTS PRO-

VIDING FULLY INSURED COVERAGE CON-

SISTING OF MEDICAL CARE
SEC. 1411. SINGLE ANNUAL FILING FOR ALL PARTICIPAT-

ING EMPLOYERS.

(a) IN GENERAL.—Section 110 of the Employee Re-
tirement Income Security Act of 1974 (29 U.S.C. 1030),
as amended by section 1401(c) of this subtitle, is amended
by adding at the end the following new subsection:

“(d) The Secretary shall prescribe by regulation or
otherwise an alternative method providing for the filing
of a single annual report (as referred to in section
104(a)(1)(A)) with respect to all employers who are par-
ticipating employers under a multiple employer welfare ar-
rangement under which all coverage consists of medical
care (described in section 607(1)) and is fully insured (as
defined in section 701(8)).”

(b) EFFecTive DATE.—The amendment made by
subsection (a) shall take effect on the date of the enact-
ment of this Act. The Secretary of Labor shall prescribe
the alternative method referred to in section 110(d) of the
Employee Retirement Income Security Act of 1974, as
added by such amendment, within 90 days after the date

of the enactment of this Act.
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Subtitle F—Definitions; General

Provisions

PART 1—DEFINITIONS

SEC. 1901. GENERAL DEFINITIONS.

For purposes of this Act:

(1) APPLICABLE REGULATORY AUTHORITY.—

The term ‘“applicable regulatory authority” means,

with respect to a carrier operating in a State—

(A) the State insurance commissioner, or

(B) the Secretary, in the case described in

section 1302(b)(2).

(2) FAMILY MEMBER.—

(A) IN GeNerRAL.—Individuals are consid-

ered to be members of a family if—

*HR 5228 IH

(i) they are married, or
(ii) they have a legal parent-to-child
relationship (whether by natural birth or
adoption), if the child is—
(I) under 19 years of age,
(1) is under 25 years of age and
a full-time student, or
(1) an unmarried dependent re-
gardless of age who is incapable of

self-support because of mental or
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1 physical disability which existed before
2 age 22.

3 (B) SPECIAL RULES.—Family members—
4 (i) include an adopted child and a rec-
5 ognized natural child;

6 (ii) include a stepchild or foster child
7 with respect to an individual but only if
8 the child lives with the individual in a reg-
9 ular parent-child relationship; and
10 (iii) include such other children as the
11 Secretary may specify, but shall not in-
12 clude an emancipated minor.
13 (3) PrisoNER.—The term “prisoner” means,
14 as specified by the Secretary, an individual during a
15 period of imprisonment under Federal, State, or
16 local authority after conviction as an adult.
17 (4) SECRETARY.—The term *‘Secretary’”’ means
18 the Secretary of Health and Human Services.
19 (5) STATE.—The term “State” means the 50
20 States, the District of Columbia, Puerto Rico, the
21 Virgin Islands, Guam, American Samoa, and the
22 Northern Mariana Islands.

23 SEC. 1902. DEFINITIONS RELATING TO EMPLOYMENT.
24 (2) ArppLICATION OF ERISA DEFINITIONS.—EXCept

25 as otherwise provided in this Act, terms used in this Act
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1 shall have the meanings applicable to such terms under

2 section 3 of the Employee Retirement Income Security Act

3 of 1974 (29 U.S.C. 1002).

4

(b) AbDDITIONAL DEFINITIONS.—FO0r purposes of this

(1) COUNTABLE EMPLOYEE.—The term ‘““count-

able employee” means, with respect to an employer
for a month, any employee other than an employee

whose normal work week is less than 10 hours.

(2) LARGE EMPLOYER.—The term ‘“‘large em-

ployer” means an employer that is not a small em-

ployer (as defined in paragraph (4)).

(3) QUALIFYING EMPLOYEE.—

(A) IN GENERAL.—The term ‘“‘qualifying
employee” means, with respect to an employer
for a month, any employee other than—

(i) a part-time, seasonal, or temporary
employee (as defined in subparagraph
(B)); or

(i) an employee who is a child de-
scribed in section 1901(2)(A)(ii).

(B) PART-TIME, SEASONAL, OR TEM-
PORARY EMPLOYEE DEFINED.—FO0r purposes of
subparagraph (A), the term ‘“‘part-time, sea-

sonal, or temporary employee’ means any of
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1 the following employees with respect to a
2 month:
3 (i) CERTAIN PART-TIME EMPLOY-
4 EES.—AnNy employee whose normal work
5 week is reasonably expected as of the first
6 day of such month to be less than 20
7 hours.
8 (il) SEASONAL OR TEMPORARY EM-
9 PLOYEES.—ANy employee who is not rea-
10 sonably expected as of the first day of such
11 month to be employed by the employer for
12 a period of 120 consecutive days during
13 any 365-day period that includes such first
14 day.
15 (iii) DELAY FOR CERTAIN PART-TIME
16 EMPLOYEES.—ANY employee whose normal
17 work week is reasonably expected as of the
18 first day of such month to be at least 20
19 hours, but less than 35 hours, and the nor-
20 mal work week of the employee during the
21 preceding 3 months was less than 20
22 hours.
23 (4) SMALL EMPLOYER.—The term *“‘small em-
24 ployer” means, with respect to a calendar year, an
25 employer that normally employs more than 1 but
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less than 100 countable employees on a typical busi-
ness day. For the purposes of this paragraph, the
term “employee” includes a self-employed individual.
For purposes of determining if an employer is a
small employer, rules similar to the rules of sub-
section (b) and (c) of section 414 of the Internal
Revenue Code of 1986 shall apply.

1903. DEFINITIONS RELATING TO HEALTH COVERAGE,

PLANS, AND CARRIERS.

Except as otherwise provided, for purposes of this

(1) BENCHMARK COVERAGE.—The term
“benchmark coverage” means the standard option of
the Blue Cross-Blue Shield plan offered under the
Federal Employees Health Benefits Program under
chapter 89 of title 5, United States Code, as in ef-
fect during 1994.

(2) CARRIER.—The term *‘carrier” means a li-
censed insurance company, an entity offering pre-
paid hospital or medical services, and a health main-
tenance organization, and includes a similar organi-
zation regulated under State law for solvency.

(3) CERTIFIED MULTIPLE EMPLOYER HEALTH
PLAN.—The term “certified multiple employer health

plan” means a multiple employer welfare arrange-

*HR 5228 IH



© 00O N O O B~ W N P

N N DN DN NDDN P PP PPk PR PP
aa A WO N P O ©W 00 N O 0o b W N B O

Title 1, Subtitle F
153

ment treated as an employee welfare benefit plan by
reason of a certification under part 7 of subtitle B
of title I of the Employee Retirement Income Secu-
rity Act of 1974 (as added by section 1401(a)).

(4) CLASS OF FAMILY COVERAGE.—The term
“class of family coverage” means the 4 classes de-
scribed in section 1021(a)(3).

(5) FAIR RATING AREA.—The term *‘fair rating
area’” means a geographic area identified by a State
for purposes of section 1021(a)(2).

(6) GROUP HEALTH PLAN.—The term *‘group
health plan” means an employee welfare benefit plan
providing medical care (as defined in section 213(d)
of the Internal Revenue Code of 1986) to partici-
pants or beneficiaries directly or through insurance,
reimbursement, or otherwise, but does not include
any type of coverage excluded from the definition of
a health insurance coverage under paragraph (8)(B).

(7) HEALTH CcOVERAGE.—The term *“‘health
coverage’” means health insurance coverage provided
by a carrier or medical care provided under a group
health plan.

(8) HEALTH INSURANCE COVERAGE.—

(A) IN GENERAL.—EXxcept as provided in

subparagraph (B), the term “health insurance
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coverage” means any hospital or medical service

policy or certificate, hospital or medical service

plan contract, or health maintenance organiza-

tion group contract offered by a carrier.

(B) ExcepTiON.—Such term does not in-

clude any of the following (or any combination

of the following):

*HR 5228 IH

(i) Coverage only for accident, dental,
vision, disability income, or long-term care
insurance, or any combination thereof.

(if) Medicare supplemental health in-
surance.

(iii) Coverage issued as a supplement
to liability insurance.

(iv) Liability insurance, including gen-
eral liability insurance and automobile li-
ability insurance.

(v) Workers’ compensation or similar
insurance.

(vi) Automobile medical-payment in-
surance.

(vii) Coverage for a specified disease
or illness.

(viii) A hospital or fixed indemnity
policy.
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(ix) Coverage provided exclusively to
individuals who are not eligible individuals.

(9) HEALTH MAINTENANCE ORGANIZATION.—
The term *health maintenance organization” in-
cludes, as defined in standards established under
section 1103, an organization that provides health
insurance coverage which meets specified standards
and under which health services are offered to be
provided on a prepaid, at-risk basis primarily
through a defined set of providers.

(10) HEALTH PLAN PURCHASING ORGANIZA-
TION.—The term “health plan purchasing organiza-
tion” means an organization established under sub-
title A of title VI.

(11) INDIVIDUAL/SMALL GROUP MARKET.—The
term “individual/small group market” means the in-
surance market offered—

(A) to individuals seeking health insurance
coverage on behalf of themselves (and their de-
pendents) insofar as no employer is seeking
such coverage on behalf of the individual, and

(B) to small employers seeking health in-
surance coverage on behalf of their employees

(and their dependents),
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regardless of whether or not such coverage is made
available directly or through a multiple employer
welfare arrangement, association, or otherwise.

(12) MANAGED CARE ARRANGEMENTS.—

(A) MANAGED CARE ARRANGEMENT.—The
term ““managed care arrangement” means, with
respect to a group health plan or under health
Insurance coverage, an arrangement under such
plan or coverage under which providers agree to
provide items and services covered under the ar-
rangement to individuals covered under the
plan or who have such coverage.

(B) PROVIDER NETWORK.—The term
“provider network’ means, with respect to a
group health plan or health insurance coverage,
providers who have entered into an agreement
described in subparagraph (A).

(13) MULTIPLE EMPLOYER WELFARE AR-
RANGEMENT.—The term “‘multiple employer welfare
arrangement” shall have the meaning applicable
under section 3(40) of the Employee Retirement In-
come Security Act of 1974.

(14) NAIC.—The term “NAIC” means the Na-

tional Association of Insurance Commissioners.
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(15) OpTioNs.—Each of the following is a

“type of coverage option’ in relation to standard

coverage:

(A) FEE-FOR-SERVICE OPTION.—Standard
coverage is considered to provide a ‘“‘fee-for-
service option’ if, regardless of whether covered
individuals may receive benefits through a pro-
vider network, benefits with respect to the cov-
ered items and services in the coverage are
made available for such items and services pro-
vided through any lawful provider of such cov-
ered items and services and payment is made to
such a provider whether or not there is a con-
tractual arrangement between the provider and
the carrier or plan.

(B) MANAGED CARE OPTION.—Standard
coverage is considered to provide a ‘“‘managed
care option” if benefits with respect to the cov-
ered items and services in the coverage are
made available exclusively through a provider
network, except in the case of emergency serv-
ices and as otherwise required under law.

(C) PoINT-OF-SERVICE OPTION.—Standard
coverage is considered to provide a ‘“‘point-of-

service option’ if the benefits with respect to
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covered items and services in the coverage are
made available principally through a managed
care arrangement, with the choice of the en-
rollee to obtain such benefits for items and
services provided through any lawful provider of
such covered items and services. The coverage
may provide for different cost sharing schedules
based on whether the items and services are
provided through such an arrangement or out-
side such an arrangement.

(16) QUALIFIED HEALTH COVERAGE.—The

term ‘“‘qualified health coverage” has the meaning

given such term in section 1101.

(17) STANDARD COVERAGE.—The term ‘“‘stand-

ard coverage’” means coverage provided consistent

with section 1102(a).

(18) STATE COMMISSIONER OF INSURANCE.—

The term ‘“‘State commissioner of insurance’” in-
cludes a State superintendent of insurance.

SEC. 1904. DEFINITIONS RELATING TO RESIDENCE AND IM-

MIGRATION STATUS.

Except as otherwise provided, for purposes of this

(1) ALIEN PERMANENTLY RESIDING IN THE

UNITED STATES UNDER COLOR OF LAW.—The term
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“alien permanently residing in the United States
under color of law”” means an alien lawfully admitted
for permanent residence (within the meaning of sec-
tion 101(a)(20) of the Immigration and Nationality
Act), and includes any of the following (such status
not having changed):

(A) An alien who is admitted as a refugee
under section 207 of the Immigration and Na-
tionality Act.

(B) An alien who is granted asylum under
section 208 of such Act.

(C) An alien whose deportation is withheld
under section 243(h) of such Act.

(D) An alien whose deportation is sus-
pended pursuant to section 244 of such Act.

(E) An alien who is granted conditional
entry pursuant to section 203(a)(7) of such Act
as in effect before April 1, 1980.

(F) An alien who is admitted for tem-
porary residence under section 210, 210A, or
245A of such Act.

(G) An alien who is within a class of aliens
lawfully present in the United States pursuant
to any other provision of such Act, if (i) the At-

torney General determines that the continued
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presence of such class of aliens serves a human-

itarian or other compelling public interest, and

(ii) the Secretary determines that such interest

would be further served by treating each such

alien within such class as a *‘legal permanent
resident” for purposes of this Act or who has

been granted extended voluntary departure as a

member of a nationality group.

(H) An alien who is the spouse or unmar-
ried child under 21 years of age of a citizen of
the United States, or the parent of such a citi-
zen if the citizen is over 21 years of age, and
with respect to whom an application for adjust-
ment to lawful permanent residence is pending.

() An alien within such other classification
of permanent resident aliens as the Secretary
may establish by regulation.

(2) LONG-TERM NONIMMIGRANT.—The term
“long-term nonimmigrant” means a nonimmigrant
described in subparagraph (E), (H), (1), (K), (L),
(N), (0), (Q), or (R) of section 101(a)(15) of the
Immigration and Nationality Act.

(3) QUALIFYING INDIVIDUAL.—The term

“qualifying individual” means, an individual who is
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a resident of the United States, who is not a pris-
oner, and is—
(A) a citizen or national of the United

States;

1
2
3
4
5 (B) an alien permanently residing in the
6 United States under color of law (as defined in
7 paragraph (1)); or

8 (C) a long-term nonimmigrant (as defined
9 in paragraph (2)).

10 sEc. 1905. EFFECTIVE DATES.

11 The requirements of this title shall apply with respect
12 to—
13 (1) group health plans for plan years beginning

14 on or after January 1, 1997, and

15 (2) carriers (with respect to coverage other than
16 under a group health plan) as of January 1, 1997.
17 PART 2—REPORT AND RECOMMENDATIONS ON
18 HEALTH COVERAGE AND ACCESS

19 SsEC. 1911. OBJECTIVE OF FULL ACCESS AND COVERAGE.

20 It is an objective of this Act to assure by 2002 that—
21 (1) all eligible individuals in the United States
22 have access to private or public health coverage, and
23 (2) at least 95 percent of such individuals have
24 such coverage.
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SEC. 1912. REPORT AND RECOMMENDATIONS ON ACHIEVE-

MENT OF OBJECTIVE FOR HEALTH COV-
ERAGE AND ACCESS.

() STupy.—The Secretary shall monitor and evalu-
ate the extent to which eligible individuals in the United
States have access to health coverage and have health cov-
erage.

(b) ReErPORT.—Not later than January 31, 2002, the
Secretary shall submit to Congress a report on the evalua-
tion conducted under subsection (a). The Secretary shall
include in the report a determination of whether the objec-
tive described in section 1911 has been met.

(¢) ReEcCOMMENDATIONS.—If the Secretary deter-
mines that such objective has not been met, the Secretary
shall include in the report such recommendations as may
be appropriate to achieve the objective at the earliest pos-

sible date.

TITLE II—REMOVAL OF FINAN-
CIAL BARRIERS TO ACCESS

TABLE OF CONTENTS OF TITLE

Subtitle A—Tax Deductibility for Individuals and Self-
Employed

Sec. 2001. Deduction for health insurance costs of self-employed individuals in-
creased and made permanent.

Sec. 2002. Deduction for health insurance costs of individuals who are not self-
employed.

Sec. 2003. Restrictions on health benefits provided through cafeteria plans and
flexible spending arrangements.

Subtitle B—Premium and Cost-Sharing Subsidy Program for
Low-Income Individuals
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Sec. 2100. Description of transition from current medicaid system to new acute
care low-income subsidy program for AFDC recipients and
non-cash medicaid beneficiaries.

Sec. 2101. State premium and cost-sharing subsidy programs.

“TITLE XXI—STATE ACUTE CARE BENEFITS PROGRAMS FOR
LOW-INCOME INDIVIDUALS; FINANCING FAILSAFE MECHANISM

“PART A—STATE PREMIUM AND COST-SHARING SuBSIDY PROGRAMS

“Sec. 2101. Establishment of State programs.

“Sec. 2102. Eligibility.

“Sec. 2103. Premium and cost-sharing assistance.

“Sec. 2104. Eligibility determinations.

“Sec. 2105. End-of-year reconciliation for premium assistance.
““Sec. 2106. Payments to States.

“Sec. 2107. Requirement of State maintenance-of-effort payments.

“PART C—FINANCING FAILSAFE MECHANISM AND GENERAL PROVISIONS

“Sec. 2141. Ensuring deficit neutral spending on premium and cost-shar-
ing assistance and supplemental acute care benefits.

“Sec. 2142. Payments for administrative expenses under title.

“Sec. 2143. Health care assurance trust fund.

“Sec. 2144. Limitation on use of funds for abortions.

“Sec. 2145. Audits.

“Sec. 2146. Demonstration project authority.

“Sec. 2147. Definitions and determinations of income.”
Sec. 2102. Operation of program as State plan requirement under medicaid.
Sec. 2103. Application of miscellaneous provisions.

Subtitle A—Tax Deductibility for
Individuals and Self-Employed
SEC. 2001. DEDUCTION FOR HEALTH INSURANCE COSTS OF
SELF-EMPLOYED INDIVIDUALS INCREASED

AND MADE PERMANENT.

() IN GENERAL.—Paragraph (1) of section 162(1)
of the Internal Revenue Code of 1986 (relating to special
rules for health insurance costs of self-employed individ-
uals) is amended by striking 25 percent” and inserting

“the applicable percentage’.

*HR 5228 IH



Title 11, Subtitle A
164

(b) DebucTiION MADE PERMANENT; APPLICABLE
PERCENTAGE.—Paragraph (6) of section 162(l) of such
Code is amended to read as follows:

“(6) APPLICABLE PERCENTAGE.—FOr purposes

of paragraph (1)—

“In the case of taxable years The applicable

beginning in calendar year: percentage is:
1994, 1995, 1996, 1997, or 1998 .......... 25 percent
1999 50 percent
2000 or thereafter .........cccccovvivivviicininns 100 percent.”

(¢) EFFecTiVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1993.

SEC. 2002. DEDUCTION FOR HEALTH INSURANCE COSTS OF
INDIVIDUALS WHO ARE NOT SELF-EM-
PLOYED.

(a) IN GENERAL.—Part VII of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1986 (relating to
additional itemized deductions) is amended by redesignat-
ing section 220 as section 221 and by inserting after sec-
tion 219 the following new section:

“SEC. 220. HEALTH INSURANCE COSTS OF INDIVIDUALS
WHO ARE NOT SELF-EMPLOYED.

“(a) IN GENERAL.—In the case of an individual who
Is not a self-employed individual (as defined in section
401(c)(1)), there shall be allowed as a deduction an

amount equal to 25 percent of the amount paid during

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N OO 00 »h W N B O

24

Title 11, Subtitle A
165

the taxable year for insurance which constitutes medical
care for the taxpayer, his spouse, and dependents.

“(b) CoorDINATION WITH DEDUCTION FOR SELF-
EMPLOYED INDIVIDUALS.—The amount which would (but
for this paragraph) be allowed as a deduction under sub-
section (@) for the taxable year shall be reduced (but not
below zero) by the amount (if any) allowed as a deduction
under section 162(l) for such taxable year.

“(c) OTHER COVERAGE.—Subsection (a) shall not
apply to any taxpayer for any calendar month for which
the taxpayer is eligible to participate in any subsidized
health plan maintained by any employer of the taxpayer
or of the spouse of the taxpayer.

“(d) CooRrDINATION WITH MEDICAL DEDUCTION,
ETc.—Any amount paid by a taxpayer for insurance to
which subsection (a) applies shall not be taken into ac-
count in computing the amount allowable to the taxpayer
as a deduction under section 213(a).”

(b) DebucTION ALLOWED WHETHER OR NoOT TAX-
PAYER ITEMIZES OTHER DEDUCTIONS.—Subsection (@)
of section 62 of such Code is amended by adding at the
end the following new paragraph:

“(16) HEALTH INSURANCE cosTs.—The deduc-

tion allowed by section 220.”
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(c) CLErICAL AMENDMENT.—The table of sections
for part VIl of subchapter B of chapter 1 of such Code
is amended by striking the last item and inserting the fol-

lowing new items:

““Sec. 220. Health insurance costs of individuals who are not self-
employed.
“Sec. 221. Cross reference.”

(d) EFFecTive DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1995.

SEC. 2003. RESTRICTIONS ON HEALTH BENEFITS PRO-
VIDED THROUGH CAFETERIA PLANS AND
FLEXIBLE SPENDING ARRANGEMENTS.

(2) FLEXIBLE SPENDING ARRANGEMENTS.—Section
106 of the Internal Revenue Code of 1986 (relating to
contributions by employer to accident and health plans)
Is amended to read as follows:

“SEC. 106. CONTRIBUTIONS BY EMPLOYER TO ACCIDENT
AND HEALTH PLANS.

“(a) GENERAL RuLE.—EXxcept as otherwise provided
in this section, gross income of an employee does not in-
clude employer-provided coverage under an accident or
health plan.

“(b) INcLusIiON oF CERTAIN BENEFITS PROVIDED
THROUGH FLEXIBLE SPENDING ARRANGEMENTS.—
Gross income of an employee shall include such employer-

provided coverage which is provided through a flexible
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spending or similar arrangement if any amount of deduct-
ible, copayment, coinsurance, or similar cost-sharing may
be paid for or reimbursed under such arrangement.”

(b) CAFeTERIA PrLANs.—Subsection (f) of section
125 of such Code (defining qualified benefits) is amended
by adding at the end thereof the following new sentence:
“Such term shall not include any benefits or coverage
under an accident or health plan if any amount of deduct-
ible, copayment, coinsurance, or similar cost-sharing
under such a plan, or more than 20 percent of any pre-
mium (or comparable amount in the case of a plan not
provided through insurance) for such a plan, may be paid
for or reimbursed under the cafeteria plan.”

(¢) EMPLOYMENT TAX TREATMENT.—

(1) SocCIAL SECURITY TAX.—
(A) Subsection (a) of section 3121 of such
Code is amended by inserting after paragraph
(21) the following new sentence:
“Nothing in paragraph (2) shall exclude from the term
‘wages’ any amount which is required to be included in
gross income under section 106(b).”
(B) Subsection (a) of section 209 of the
Social Security Act is amended by inserting
after paragraph (21) the following new sen-

tence:
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1 “Nothing in paragraph (2) shall exclude from the term
2 ‘wages’ any amount which is required to be included in
3 gross income under section 106(b) of the Internal Revenue
4 Code of 1986.”
5 (2) RAILROAD RETIREMENT TAX.—Paragraph
6 (1) of section 3231(e) of such Code is amended by
7 adding at the end thereof the following new sen-
8 tence: “Nothing in clause (i) of the second sentence
9 of this paragraph shall exclude from the term ‘com-
10 pensation’ any amount which is required to be in-
11 cluded in gross income under section 106(b).”
12 (3) UNEMPLOYMENT TAX.—Subsection (b) of
13 section 3306 of such Code is amended by inserting
14 after paragraph (16) the following new sentence:
15 “Nothing in paragraph (2) shall exclude from the term
16 ‘wages’ any amount which is required to be included in
17 gross income under section 106(b).”
18 (4) WAGE WITHHOLDING.—Subsection (a) of
19 section 3401 of such Code is amended by adding at
20 the end thereof the following new sentence:
21 “Nothing in the preceding provisions of this subsection
22 shall exclude from the term ‘wages’ any amount which is
23 required to be included in gross income under section
24 106(b).”
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(d) EFFecTive DATE.—The amendments made by
this section shall take effect on January 1, 1996.
Subtitle B—Premium and Cost-

Sharing Subsidy Program for

Low-Income Individuals
SEC. 2100. DESCRIPTION OF TRANSITION FROM CURRENT

MEDICAID SYSTEM TO NEW ACUTE CARE
LOW-INCOME SUBSIDY PROGRAMS FOR AFDC
RECIPIENTS AND NON-CASH MEDICAID BENE-
FICIARIES.

The amendments made by this subtitle and title 111
provide for a transition from the current medicaid system
to a new system of acute care low-income assistance
through the following:

(1) IMMEDIATE MEDICAID REFORMS.—During

1995, 1996, and 1997, States are permitted—

(A) to enroll medicaid recipients under co-
ordinated care arrangements, but are restricted
from eliminating eligibility categories currently
in effect; and

(B) to provide certain classes of acute care
services to such recipients through a State sup-
plemental benefits program,

under the amendments made by section 3101.
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(2) ESTABLISHMENT OF NEW PREMIUM AND
COST-SHARING SUBSIDY PROGRAM AND SUPPLE-
MENTAL BENEFITS PROGRAM AND INTEGRATION OF
AFDC AND NON-CASH BENEFICIARIES.—Beginning
January 1, 1998—

(A) States are required to establish a new
premium and cost-sharing subsidy program
under part A of title XXI of the Social Security
Act (as added by section 2101); and

(B) with respect to AFDC and non-cash
medicaid beneficiaries and other low-income in-
dividuals—

(i) States are required to provide for
premium and cost-sharing assistance for
core benefits for premium and cost-sharing
assistance eligible individuals through that
program and additional benefits through a
supplemental benefits grant program under
part B of title XXI of the Social Security
Act (as added by section 3101), and

(ii) States will no longer provide such
individuals with medicaid coverage for

acute care services.
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SEC. 2101. STATE PREMIUM AND COST-SHARING SUBSIDY

PROGRAMS.

(2) REQUIREMENTS FOR PROGRAMS.—The Social Se-
curity Act is amended by adding at the end the following
new title:

“TITLE XXI—STATE ACUTE CARE BENEFITS
PROGRAMS FOR LOW-INCOME INDIVID-
UALS; FINANCING FAILSAFE MECHANISM
“PART A—STATE PREMIUM AND COST-SHARING

SuBsIDY PROGRAMS

“SEC. 2101. ESTABLISHMENT OF STATE PROGRAMS.

“(a) IN GENERAL.—AS a requirement under section
1902(a)(65), effective January 1, 1998, each State shall
establish and maintain a premium and cost-sharing sub-
sidy program (in this title referred to as a ‘State subsidy
program’) that provides for—

“(1) premium assistance described in section

2103 to premium assistance eligible individuals de-

scribed in section 2102(a) in accordance with this

part,
“(2) cost-sharing assistance described in section

2103 to cost-sharing assistance eligible individuals

described in section 2102(b) in accordance with this

part, and
“(3) State maintenance-of-effort payments in

accordance with section 2107.
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“(b) AvaiLABILITY OF FunDs.—Each State with a
State subsidy program approved under this part is enti-
tled, for calendar quarters beginning on or after January
1, 1998, to payment under section 2106.

“(c) APPROVAL OF STATE PROGRAMS.—The Sec-
retary may not approve a State subsidy program unless
the State has submitted a detailed description that speci-
fies the form and manner in which it will carry out the
program and the Secretary finds that the program meets
the requirements of this part.

“(d) DESIGNATION OF STATE AGENCY.—A State shall
designate an appropriate State agency to administer the
State subsidy program. Such agency shall be the same
agency as the agency designated to administer the State
supplemental medical benefits program under part B.
“SEC. 2102. ELIGIBILITY.

“(a) ASSISTANCE.—

“(1) PREMIUM ASSISTANCE.—Each premium
assistance eligible individual (as defined in sub-
section (b)) is entitled to premium assistance under
section 2103(a)(1).

“(2) COoST-SHARING ASSISTANCE.—Each cost-
sharing assistance eligible individual (as defined in
subsection (c)) is entitled to cost-sharing assistance

described in section 2103(a)(2).
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“(b) PREMIUM ASSISTANCE ELIGIBLE INDIVIDUAL

DEFINED.—

“(1) IN GENERAL.—In this title, subject to the
succeeding provisions of this section and part C, the
term ‘premium assistance eligible individual’ means
an individual who has been determined under section
2104 to have family modified adjusted income below
the following applicable percentage of the applicable

poverty line (as defined in section 2147(2)):

Applicable

“Calendar year: percentage:
L1998 o 100
1999 e 115
2000 i 130
0 145
2002 .o 160
0 T 175
2004 ..o 200

“(2) SPECIAL RULE FOR CHILDREN AND PREG-
NANT WOMEN.—In this title, subject to the succeed-
ing provisions of this section and part C, the term
‘premium assistance eligible individual’ includes an
individual who is a child under 19 years of age or
a pregnant woman and who has been determined
under section 2104 to have family modified adjusted
income below the following applicable percentage of

the applicable poverty line:

Applicable

“Calendar year: percentage:
1998 s 185
1999 e 185
2000 i 185
2001 oo 185
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“(c) CosT-SHARING ASSISTANCE ELIGIBLE INDIVID-
UAL DEFINED.—In this title, subject to the succeeding
provisions of this section and part C, the term ‘cost-shar-
ing assistance eligible individual’ means an individual who
has been determined under section 2104 to have family
modified adjusted income below 100 percent of the appli-
cable poverty line.

“(d) ExcrLusioN oF CERTAIN INDIVIDUALS.—In this
title—

“(1) IN GENERAL.—The terms ‘premium assist-
ance eligible individual’ and ‘cost-sharing assistance
eligible individual’ do not include, with respect to a
month, any of the following individuals:

“(A) MEDICARE BENEFICIARY.—AN indi-

vidual who is entitled to benefits under part A

or B of title XVIII for the month.

“(B) SSI RecIPIENT.—AN individual who

Is an SSI recipient (as defined in paragraph

(2)) for the month.

“(C) INMATES.—AnN individual who as of

the first day of the month is an inmate of a

public institution (except as a patient of a med-

ical institution).
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“(D) CERTAIN ALIENS.—AnN alien who is
not lawfully admitted for permanent residence
or not otherwise permanently residing in the
United States under color of law (as defined in
paragraph (3)).

“(E) NoNRESIDENTS.—AN individual who
Is not residing in any State.

“(2) SSI RECIPIENT.—The term ‘SSI recipient’

means, for a month, an individual—

“(A) with respect to whom supplemental
security income benefits are being paid under
title XVI for the month,

“(B) who is receiving a supplemental pay-
ment under section 1616 or under section 212
of Public Law 93-66 for the month,

“(C) who is receiving monthly benefits
under section 1619(a) (whether or not pursuant
to section 1616(c)(3)) for the month, or

“(D) who is treated under section 1619(b)
as receiving supplemental security income bene-
fits in a month for purposes of title XIX.

“(3) ALIEN PERMANENTLY RESIDING IN THE

UNITED STATES UNDER COLOR OF LAW.—The term
‘alien permanently residing in the United States

under color of law’ means an alien lawfully admitted
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for permanent residence (within the meaning of sec-
tion 101(a)(20) of the Immigration and Nationality
Act), and includes any of the following:

“(A) An alien who is admitted as a refugee
under section 207 of the Immigration and Na-
tionality Act.

“(B) An alien who is granted asylum
under section 208 of such Act.

“(C) An alien whose deportation is with-
held under section 243(h) of such Act.

“(D) An alien whose deportation is sus-
pended under section 244 of such Act.

“(E) An alien who is granted conditional
entry pursuant to section 203(a)(7) of such
Act, as in effect before April 1, 1980.

“(F) An alien who is admitted for tem-
porary residence under section 210, 210A, or
245A of such Act.

“(G) An alien who has been paroled into
the United States under section 212(d)(5) of
such Act for an indefinite period or who has
been granted extended voluntary departure as a
member of a nationality group.

“(H) An alien who is the spouse or unmar-

ried child under 21 years of age of a citizen of
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the United States, or the parent of such a citi-
zen if the citizen is over 21 years of age, and
with respect to whom an application for adjust-
ment to lawful permanent residence is pending.
“(e) PROTECTION OF CURRENT BENEFICIARIES.—
“(1) IN GENERAL.—In this title, the term ‘pre-
mium assistance eligible individual’ also includes,
with respect to a State as of December 31, 1997, an
individual described in paragraph (2) whose eligi-
bility for premium assistance has not terminated
under paragraph (3).
“(2) CURRENT BENEFICIARIES DESCRIBED.—
An individual described in this paragraph is an indi-
vidual who—
“(A) is not excluded under subsection (d),
“(B) is enrolled to receive medical assist-
ance under the State plan under title XIX (and
for which Federal financial participation was
available) as of December 31, 1997, and
“(C) would remain enrolled to receive such
assistance under the State plan under title XIX
but for amendments made by the Bipartisan

Health Care Reform Act of 1994.
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“(3) LimiTaTioN.—AnN individual is a premium
assistance eligible individual pursuant to this sub-
section only until the earlier of—

“(A) June 30, 1998, or

“(B) the first date after December 31,
1997, on which the individual’s eligibility for
medical assistance under the State plan under
title XIX would have been terminated if the
amendments made by the Bipartisan Health
Care Reform Act of 1994 had not been enacted.

“SEC. 2103. PREMIUM AND COST-SHARING ASSISTANCE.
“(a) IN GENERAL.—

“(1) PREMIUM ASSISTANCE.—

“(A) IN GENERAL.—The premium assist-
ance under a State subsidy program shall be in
the form of a premium assistance certificate
that is in the amount computed under sub-
section (b) and that may be applied toward
qualifying coverage (as defined in subparagraph
(B)). A carrier or group health plan providing
such coverage that is tendered such a certificate
with respect to an individual shall reduce the
amount of the premium by the amount of the

certificate, except as provided in subsection

©@)(©).

*HR 5228 IH



© 00O N O 0o B~ W N PP

N N DN DN DD P PP PPk PR PP
o A W N P O ©W 00 N O 0o b W N B O

Title 11, Subtitle B
179

“(B) QUALIFYING COVERAGE DEFINED.—

For purposes of this part—

*HR 5228 IH

“(i) IN GENERAL.—Except as pro-
vided in clause (ii), the term ‘qualifying
coverage’ means standard coverage de-
scribed in section 1102 of the Bipartisan
Health Care Reform Act of 1994,

“(i) OPTIONAL USE OF HIGH-DE-
DUCTIBLE COVERAGE.—At the election of
a premium assistance eligible individual,
the term ‘qualifying coverage’ includes
high-deductible coverage described in sec-
tion 1103 of the Bipartisan Health Care
Reform Act of 1994 with respect to an in-
dividual, but only if the individual—

“(1) has been determined under
section 2104 to have family modified
adjusted income not less than 100
percent of the applicable poverty line
(or in the case of an individual de-
scribed in section 2102(a)(2), 185
percent of such applicable poverty
line), and

“(I1) demonstrates to the satis-

faction of the State that the individual
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meets the requirements of section

1101(b)(2) of the Bipartisan Health

Care Reform Act of 1994 (relating to

requirement for available assets).

“(il) TREATMENT OF VA HEALTH
COVERAGE.—For purposes of this part, VA
health coverage (as defined in section
1801(2) of title 38, United States Code)
provided by the Department of Veterans
Affairs shall be considered to be standard
health insurance coverage (referred to in
subparagraph (A)) provided by a carrier.

“(2) COST-SHARING ASSISTANCE.—The cost-
sharing assistance under a State subsidy program
shall be in the form of a cost-sharing assistance cer-
tificate (or other means) that may be applied with
respect to standard coverage. A carrier providing
health insurance coverage or a group health plan
that is tendered such a certificate with respect to an
individual shall reduce the cost-sharing otherwise
imposed with respect to health coverage to amounts
that are nominal (as specified by the State, consist-
ent with the regulations established to carry out sec-
tion 1916(a)(3)) and shall not impose any cost-shar-

ing in the case of preventive benefits described in
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section 1102(b)(4) of the Bipartisan Health Care

Reform Act of 1994.

““(3) CONSOLIDATED AND ELECTRONIC CER-
TIFICATES.—Nothing in this section shall be con-
strued as preventing a State from—

“(A) in the case of an individual who is
both a premium assistance eligible individual
and a cost-sharing assistance eligible individual,
from consolidating the premium and cost-shar-
ing certificates of the individual, and

“(B) providing premium and cost-sharing
assistance certificates through electronic or
other means.

“(b) AMOUNT OF PREMIUM ASSISTANCE.—

“(1) AMOUNT OF ASSISTANCE.—

“(A) IN GENERAL.—Subject to subpara-
graph (B), the amount of premium assistance
under this subsection for a month for an indi-
vidual is the lesser of—

“(i) the premium assistance reference

amount determined under paragraph (2),

or

“(if) the amount of the monthly pre-
mium for the qualifying coverage provided

to the individual.
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“(B) TAKING INTO ACCOUNT EMPLOYER
CONTRIBUTIONS.—If an employer is making a
contribution for the health coverage of a pre-
mium assistance eligible individual, the amount
of the premium assistance under this subsection
for a month shall not exceed the amount by
which the premium amount described in sub-
paragraph (A)(ii) exceeds the amount of the
employer contribution.

“(2) PREMIUM  ASSISTANCE REFERENCE

AMOUNT DETERMINED.—

“(A) IN GENERAL.—Subject to paragraph
(4), the premium assistance reference amount
determined under this paragraph is an amount
equal to Y12 of the premium assistance percent-
age (as defined in paragraph (3)) multiplied by
the weighted average annual premium (deter-
mined in accordance with subparagraph (B))
for the individual’s family class of enrollment
for qualified standard health coverage offered in
the fair rating area (as defined in section 1903
of the Bipartisan Health Care Reform Act of
1994) in the individual/small group market in

which the individual resides.
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1 “(B) DETERMINATION OF WEIGHTED AV-

2 ERAGE ANNUAL PREMIUM.—For purposes of

3 subparagraph (A), the weighted average annual

4 premium for a family class of enrollment for

5 qualified standard health coverage shall be

6 based on the number of families (or individuals

7 in the case of the individual class of enrollment)

8 so covered in the class and area involved.

9 “(C) FAMILY CLASS OF ENROLLMENT.—InN
10 this paragraph, the term ‘family class of enroll-
11 ment’ means a class of enrollment described in
12 section 1021(a)(3) of the Bipartisan Health
13 Care Reform Act of 1994.

14 “(3) PREMIUM ASSISTANCE PERCENTAGE.—For
15 purposes of this part and subject to section

16 2141(e)(3)—

17 “(A) IN GENERAL.—Subject to subpara-
18 graph (B), the term ‘premium assistance per-
19 centage’ means 100 percent reduced (but not
20 below zero) by the number of percentage points
21 (rounded to the nearest whole number) by
22 which such individual’s family income (ex-
23 pressed as a percent) exceeds 100 percent of
24 the applicable poverty line.
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“(B) CHILDREN AND PREGNANT
WOMEN.—In the case of a premium assistance
eligible individual described in paragraph (2) of
section 2102(b), the term ‘premium assistance
percentage’ means 100 percent reduced (but
not below zero) by 1 percentage point for each
.55 percentage points by which such individual’s
family income (expressed as a percent) exceeds
185 percent of the applicable poverty line.

“(C) CURRENT MEDICAID BENE-
FICIARIES.—In the case of an individual who is
a premium assistance eligible individual pursu-
ant to 2102(d), the term ‘premium assistance
percentage’ means 100 percent.

“(4) SPECIAL RULE FOR FAMILIES WITH CHIL-
DREN AND PREGNANT WOMEN.—IN the case of a
family consisting of premium assistance eligible indi-
viduals in which the modified adjusted gross income
exceeds 100 percent of the applicable poverty line,
but which includes one or more individuals described
in paragraph (2) of section 2102(b), the premium
assistance amount may be computed in a manner
(specified by the Secretary in regulations) based on
the sum of separate premium amounts for family

members based on individual class of enrollment,
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rather than based on the appropriate family class of
enrollment.

“(c) PAYMENTS OF ASSISTANCE.—

“(1) PREMIUM ASSISTANCE.—

“(A) IN GENERAL.—The State issuing a
premium assistance certificate shall, upon ten-
der to the State of such certificate by the car-
rier or group health plan providing qualiyfing
coverage, pay the carrier or plan the amount of
the certificate.

“(B) TIMING OF PAYMENTS.—Payments
under this paragraph shall commence in the
first month during which the individual obtains
qualifying coverage and is determined under
section 2104 to be a premium assistance eligible
individual.

“(C) TREATMENT OF SURPLUSES AND
DEFICITS.—

“(i) Dericit.—If the premium for
coverage is greater than the amount of the
premium assistance for an individual, the
individual is responsible for payment of
any difference.

“(i1) SurpLUS.—If the premium for

coverage is less than the amount of the
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premium assistance for an individual, the

difference shall not be paid to the individ-

ual or the carrier or plan but shall revert
to the Federal Government.
“(2) COST-SHARING ASSISTANCE.

“(A) IN GENERAL.—The State issuing a
cost-sharing assistance certificate shall, upon
presentation to the State of evidence of such
certificate by the carrier or group health plan
providing coverage and evidence of cost-sharing
amounts otherwise incurred for which a reduc-
tion in cost-sharing is available under the cer-
tificate, pay the carrier or plan the amount of
the reduction in cost-sharing in relation to
standard coverage.

“(B) TIMING OF PAYMENTS.—Payments
under this paragraph shall be provided at the
time an individual has obtained qualified stand-
ard health coverage, is determined under sec-
tion 2104 to be a cost-sharing assistance eligi-
ble individual, and has incurred health care ex-
penses of the type for which a cost-sharing re-
duction is available under subparagraph (A).

“(3) ADMINISTRATIVE ERRORS.—A State is fi-

nancially responsible for premium or cost-sharing as-

*HR 5228 IH



Title 11, Subtitle B
187

sistance paid based on an eligibility determination
error to the extent the State’s error rate for eligi-
bility determinations exceeds a maximum permissible

error rate to be specified by the Secretary.

1
2
3
4
5 “SEC.2104. ELIGIBILITY DETERMINATIONS.
6 “(a) IN GENERAL.—The Secretary shall promulgate
7 regulations specifying requirements for State subsidy pro-
8 grams with respect to determining eligibility for premium
9 and cost-sharing assistance, including requirements with

10 respect to—

11 “(1) application procedures;

12 “(2) information verification procedures;

13 “(3) timeliness of eligibility determinations;

14 “(4) procedures for applicants to appeal adverse
15 decisions; and

16 “(5) any other matters determined appropriate

17 by the Secretary.
18 “(b) SPECIFICATIONS FOR REGULATIONS.—The reg-
19 ulations promulgated by the Secretary under subsection

20 (@) shall include the following requirements:

21 “(1) FREQUENCY OF APPLICATIONS.—A State
22 program shall provide that an individual may file an
23 application for assistance with an agency designated
24 by the State at any time, in person.
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“(2) APPLICATION FORM.—A State program
shall provide for the use of an application form de-
veloped by the Secretary under subsection (¢)(2).

“(3) DISTRIBUTION OF APPLICATIONS.—A
State program shall distribute applications for as-
sistance widely, including to employers, health plan
purchasing organizations, brokers for health cov-
erage, and appropriate public agencies.

“(4) CONVENIENT LOCATION TO SUBMIT APPLI-
CATIONS.—A State program shall provide convenient
locations for premium and cost-sharing assistance el-
igible individuals to apply for premium and cost-
sharing assistance.

“(5) REQUIREMENT TO SUBMIT REVISED AP-
PLICATION.—A State program shall, in accordance
with regulations promulgated by the Secretary, re-
quire individuals to submit revised applications dur-
ing a year to reflect changes in estimated family in-
comes, including changes in employment status of
family members, and changes in eligibility status de-
scribed in section 2002(c) during the year. The
State shall revise the amount of any premium and
cost-sharing assistance based on such a revised ap-

plication.
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“(6) AFDC APPLICANTS.—A State program

shall include a procedure under which individuals
applying for benefits under title 1V shall have an op-
portunity to apply for assistance under this part in
connection with such application.

“(7) VERIFICATION.—A State program shall
provide for verification of the information supplied
in applications under this part. Such verification
may include examining return information disclosed
to the State for such purpose under section
6103(1)(15) of the Internal Revenue Code of 1986.
““(c) ADMINISTRATION OF STATE PROGRAM.—

“(1) IN GENERAL.—The Secretary shall estab-
lish standards for States operating programs under
this part which ensure that such programs are oper-
ated in a uniform manner with respect to application
procedures, data standards, and such other adminis-
trative activities as the Secretary determines to be
necessary.

“(2) APPLICATION FORMS.—The Secretary
shall develop an application form for assistance
which shall—

“(A) be simple in form and understandable

to the average individual;
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“(B) require the provision of information
necessary to make a determination as to wheth-
er an individual is a premium or cost-sharing
assistance eligible individual including a dec-
laration of estimated family income by the indi-
vidual; and

“(C) require attachment of such docu-
mentation as deemed necessary by the Sec-
retary in order to ensure eligibility for assist-
ance.

“(3) OUTREACH ACTIVITIES.—A State operat-
ing a program under this part shall conduct such
outreach activities as the Secretary determines ap-
propriate.

“(d) EFFECTIVENESS OF ELIGIBILITY FOR PREMIUM
AND COST-SHARING ASSISTANCE.—A determination by a
State that an individual is a premium or cost-sharing as-
sistance eligible individual shall be effective for the cal-
endar year for which such determination is made unless
a revised application submitted under subsection (b)(5) in-
dicates that an individual is no longer eligible for premium
or cost-sharing assistance.

“(e) PENALTIES FOR MATERIAL MISREPRESENTA-

TIONS.—
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“(1) IN GENERAL.—AnNYy individual who know-
ingly makes a material misrepresentation of infor-
mation in an application for assistance under this
part shall be liable to the Federal Government for
the amount any premium and cost-sharing assist-
ance received by an individual on the basis of a mis-
representation and interest on such amount at a
rate specified by the Secretary, and shall, in addi-
tion, be liable to the Federal Government for $2,000
or, if greater, 3 times the amount any premium and
cost-sharing assistance provided on the basis of a
misrepresentation.

“(2) COLLECTION OF PENALTY AMOUNTS.—A
State which receives an application for assistance
with respect to which a material misrepresentation
has been made shall collect the penalty amount re-
quired under paragraph (1) and submit 50 percent

of such amount to the Secretary in a timely manner.

“SEC. 2105. END-OF-YEAR RECONCILIATION FOR PREMIUM

ASSISTANCE.
“(a) IN GENERAL.—

“(1) REQUIREMENT TO FILE STATEMENT.—AN
individual who received premium assistance under
this part from a State for any month in a calendar

year shall file with the State an income reconcili-
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ation statement to verify the individual’s family in-
come for the year. Such a statement shall be filed
at such time, and contain such information, as the
State may specify in accordance with regulations
promulgated by the Secretary.

“(2) NOTICE OF REQUIREMENT.—A State shall
provide a written notice of the requirement under
paragraph (1) at the end of the year to an individual
who received assistance under this part from such
State in any month during the year.

“(b) RECONCILIATION OF PREMIUM ASSISTANCE

BASED oN ACTUAL INCOME.—

“(1) IN ceNERAL.—Based on and using the in-
come reported in the reconciliation statement filed
under subsection (a) with respect to an individual,
the State shall compute the amount of premium as-
sistance that should have been provided under this
part with respect to the individual for the year in-
volved.

“(2) OVERPAYMENT OF ASSISTANCE.—If the
total amount of the premium assistance provided
was greater than the amount computed under para-
graph (1), the excess amount shall be treated as an
underpayment of a tax imposed by chapter 1 of the

Internal Revenue Code of 1986.
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“(3) UNDERPAYMENT OF ASSISTANCE.—If the
total amount of the premium assistance provided
was less than the amount computed under para-
graph (1), the amount of the difference shall be
treated as an overpayment of tax imposed by such
chapter, or in the event the taxpayer involved is enti-
tled to a refund of such a tax, subject to the provi-
sions of section 6402(d) of such Code.

“(c) VERIFICATION.—Each State may use such infor-
mation as it has available to verify income of individuals
with applications filed under this part, including return
information disclosed to the State for such purpose under
section 6103(1)(15) of the Internal Revenue Code of 1986.

“(d) PENALTIES FOR FAILURE To FILE.—In the
case of an individual who is required to file a statement
under this section in a year who fails to file such a state-
ment by such date as the Secretary shall specify in regula-
tions, the entire amount of the premium assistance pro-
vided in such year shall be considered an excess amount
under subsection (b)(2) and such individual shall not be
eligible for premium assistance under this part until such
statement is filed. A State, using rules established by the
Secretary, shall waive the application of this subsection

if the individual establishes, to the satisfaction of the State
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under such rules, good cause for the failure to file the
statement on a timely basis.

““(e) PENALTIES FOR FALSE INFORMATION.—ANY in-
dividual who provides false information in a statement
filed under subsection (@) is subject to the same penalties
as are provided under section 2104(e) for a misrepresenta-
tion of material fact described in such section.

“(f) No RECONCILIATION FOR COST-SHARING As-
sISTANCE.—No reconciliation statement is required under
this section with respect to cost-sharing assistance.

“SEC. 2106. PAYMENTS TO STATES.

“(a) PAYMENTS FOR PREMIUM AND COST-SHARING
AssISTANCE.—Subject to subsection (b) and section 2141,
the Secretary shall provide for payment to each State op-
erating a State subsidy program in an amount equal to
the sum of—

“(1) the amount expended by the State under
the program for premium assistance on behalf of
premium assistance eligible individuals, and

“(2) the amount expended by the State under
the program for cost-sharing assistance on behalf of
cost-sharing assistance eligible individuals.

“(b) No PAYMENT FOR MAINTENANCE-OF-EFFORT
EXPENDITURES OR ADMINISTRATION.—NO payment shall

be made under subsection (a)—
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“(1) for any State maintenance-of-effort ex-
penditures required under section 2107, or
“(2) for any expenditures relating to adminis-
tration of a State subsidy program.
For payment to States for administrative expenditures for
State subsidy programs, see section 2142.

“(c) FuNDING.—The amount paid to States under
subsection (a) shall be paid by the Secretary, from the
Health Care Assurance Trust Fund (established under
section 2143), at such time and in such form as provided
in regulations promulgated by the Secretary, based on the
form and manner in which payments are made to States
under section 1903.

“SEC. 2107. REQUIREMENT OF STATE MAINTENANCE-OF-
EFFORT EXPENDITURES.

“(a) IN GENERAL.—Payment to a State under sec-

tion 2106 for any quarter in a year is conditioned upon—
“(1) the State making expenditures under this

part from non-Federal funds (consistent with sub-
section (d)) for premium assistance on behalf of pre-
mium assistance eligible individuals and for cost-
sharing assistance on behalf of cost-sharing assist-
ance eligible individuals equal to at least the assist-
ance maintenance-of-effort amount computed under

subsection (b) for the quarter, and
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“(2) the State meeting the maintenance-of-
effort requirement of section 2125(a)(1) for the
quarter.

“(b) ASSISTANCE MAINTENANCE-OF-EFFORT

AMOUNT.—

“(1) IN GENERAL.—The assistance mainte-
nance-of-effort amount computed under this sub-
section for a State for a quarter in a year is equal
to ¥a of the product of the Federal-to-State conver-
sion factor (specified under paragraph (5)) and the
following:

“(A) 1998.—For 1998, the product of—

“(i) the 1997 per capita core benefit
amount (described in paragraph (3)) for
the State, and

“(ii) the average monthly number of
AFDC recipients and non-cash medicaid
beneficiaries (as defined in section
1931(a)(2)) in the State during 1997,

increased by the assistance increase factor (as

defined in paragraph (4)) for 1998.

“(B) 1999 AND THEREAFTER.—FoOr quar-
ters in 1999 or any succeeding year, the
amount computed under subparagraph (A) or

this subparagraph for the State for the preced-
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Ing year increased by the assistance increase

factor under paragraph (4) for the year.

“(2) ESTIMATIONS OF AND ADJUSTMENTS TO
STATE TOTAL FUNDING AMOUNT.—The Secretary
shall—

“(A) establish a process for estimating the
assistance maintenance-of-effort amount for
each State under paragraph (1) at the begin-
ning of each fiscal year and adjusting such
amount during such fiscal year; and

“(B) notifying each State of the esti-
mations and adjustments referred to in sub-
paragraph (A).

“(3) 1997 PER CAPITA CORE BENEFIT AMOUNT
DEFINED.—For purposes of paragraph (1), the
1997 per capita core benefit amount’ for a State is
equal to the base per capita core benefit Federal
payment limit for AFDC recipients and non-cash
medicaid  beneficiaries  (specified in  section
1931(c)(2)(A)) multiplied (for each of years 1995,
1996, and 1997) by a factor equal to 1 plus the
FEHBP State rolling increase percentage (as de-
fined in subsection (c)(2)) for the respective year.

“(4) ASSISTANCE INCREASE FACTOR DE-

SscrRIBED.—For purposes of paragraph (1)(A), the
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‘assistance increase factor’ for a year for a State is
equal to the sum of—

“(A) the FEHBP State rolling increase
factor (described in subsection (c)(2)) for the
year,

“(B) the annual percentage change (which
may be positive or negative) in the population

of the State (as estimated by the Secretary),

and
“(C)(1) 1 percentage point for 1998,
“(i) %3 percentage point for 1999,
“(iil) ¥s percentage point for 2000, and
“(iv) O percentage points for each subse-
quent year.

“(5) FEDERAL-TO-STATE CONVERSION FAC-
TOR.—For purposes of this title, the ‘Federal-to-
State conversion factor’ for a State is equal to the
ratio of—

“(A) 1 minus the Federal medical assist-

ance percentage (as defined in section 1905(b))

for the State for 1994, to

“(B) such Federal medical assistance per-
centage.

“(c) FEHBP NATIONAL AND STATE ROLLING IN-

25 CREASE PERCENTAGES.—
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“(1) NATIONAL INCREASE PERCENTAGE.—For
purposes of this title, the term ‘FEHBP national
rolling increase percentage’ means, for a year, the 5-
year weighted average of the annual national per-
centage increase in the premiums for health plans
offered under the Federal Employees Health Bene-
fits Program (under chapter 89 of title 5, United
States Code) for the 5-year period ending with the
previous year.

“(2) STATE INCREASE PERCENTAGE.—For pur-
poses of this title, the term ‘FEHBP State rolling
increase percentage’ means, for a year with respect
to a State, the 5-year weighted average of the an-
nual percentage increase in the premiums for health
plans offered in the State under the Federal Em-
ployees Health Benefits Program (under chapter 89
of title 5, United States Code) for the 5-year period
ending with the previous year.

“(3) DETERMINATION.—The increase percent-
ages under paragraphs (1) and (2) shall be deter-
mined by the Secretary, in consultation with the Di-
rector of Office of Personnel Management, based on
the best information available. Such increases shall

be adjusted—
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“(A) to take into account the age distribu-
tion in the Federal workforce (not taking into
account individuals 65 years of age or older,
employees of the United States Postal Service,
retirees, and annuitants) relative to the age dis-
tribution in the population of AFDC recipients
and non-cash medicaid beneficiaries, and

“(B) to disregard any changes due to

© 00O N O 0o B~ W N PP

changes in the benefit package under the Fed-
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eral Employees Health Benefits Program after

1994.
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“(d) Use oF STATE FunDs.—Each State subsidy
13 program shall provide assurances satisfactory to the Sec-
14 retary that Federal funds will not be used, directly or indi-
15 rectly, to provide for the State expenditures required
16 under this section.

17 “PART C—FINANCING FAILSAFE MECHANISM AND
18 GENERAL PROVISIONS

19 “sEC. 2141. ENSURING DEFICIT NEUTRAL SPENDING ON

20 PREMIUM AND COST-SHARING ASSISTANCE
21 AND SUPPLEMENTAL ACUTE CARE BENEFITS.
22 “(a) LIMITATION ON FEDERAL EXPENDITURES.—
23 “(1) IN GeNERAL.—InN each fiscal year (begin-
24 ning with 1998), Federal payments under this title
25 shall be limited to the amount by which—
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“(A) the aggregate limitation described in

subsection (b) for the year, exceeds

“(B) the amount of the mandatory Federal
expenditures under title XVIII and XIX for the
year, including any offsetting receipts required
under title XVIII but excluding any discre-
tionary expenditures under such title or title

XIX.

“(2) CoNTINGENCY.—AnNy direct payment au-
thority provided under part A or B with respect to
premium and cost-sharing assistance or supple-
mental acute care benefits is subject to the operation
of this section.

“(b) AGGREGATE LIMITATION.—For purposes of this
section, subject to subsection (d), the aggregate limitation
described in this subsection—

““(1) for fiscal year 1998, is $351 hillion;

““(2) for fiscal year 1999, is $392 billion;

“(3) for fiscal year 2000, is $433 billion;

““(4) for fiscal year 2001, is $482 billion;

“(5) for fiscal year 2002, is $535 billion;

“(6) for fiscal year 2003, is $594 billion;

“(7) for fiscal year 2004, is $660 billion; and

“(8) for each succeeding fiscal year is the ag-

gregate limitation under this subsection for the pre-
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ceding fiscal year increased by the same percentage
as the percentage growth in national health expendi-
tures (as estimated by the Secretary) from the sec-
ond preceding fiscal year to the preceding fiscal
year.
“(c) MID-SESsION BUDGET REVIEW ESTIMATES.—
As part the President’s supplemental summary providing
revised estimates of the budget (commonly called the ‘mid-
session review of the budget’) for each fiscal year (begin-
ning with fiscal year 1997), the President shall issue the
following:
“(1) ESTIMATE FOR UPCOMING YEAR.—AN esti-
mate of expenditures under titles XVIII and XIX
and parts A and B of this title for the upcoming fis-
cal year (determined without regard to this section).
“(2) INFORMATION ON ACTUAL EXPENDITURES
FOR PRECEDING YEAR.—Information on actual ex-
penditures under titles XVIII and XIX and parts A
and B of this title for the preceding fiscal year de-
termined taking into account adjustments under this
section. Such information shall first be provide in
the mid-session review for the fiscal year 1999
budget.
“(3) INFORMATIONAL ESTIMATE FOR CURRENT

YEAR.—AN estimate of expenditures under titles
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XVIII and XIX and parts A and B of this title for

the current fiscal year. Such information shall first

be provided in the mid-session review for the fiscal

year 1998 budget.

“(d) RETROSPECTIVE ADJUSTMENT.—If the infor-
mation provided under subsection (c)(2) during a fiscal
year indicates (taking into account any adjustment under
this section) that the amount of mandatory expenditures
described in subsection (a)(1)(B) for the preceding fiscal
year exceeded the aggregate limitation described in sub-
section (b) for the year, for the succeeding fiscal year the
aggregate limitation under subsection (b) shall be de-
creased by the amount of such excess.

“(e) PROSPECTIVE ADJUSTMENT.—

“(1) IN GENERAL.—If the estimate provided
under subsection (c)(1) during a fiscal year indicates
that the amount of mandatory expenditures de-
scribed in subsection (a)(1)(B) for the upcoming fis-
cal year will exceed the aggregate limitation de-
scribed in subsection (b) for the year, then for the
succeeding fiscal year, the Director of the Office of
Management and Budget, after consultation with the

Secretary—
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“(A) shall apply the adjustments described

in paragraph (2) to the extent necessary to

eliminate such excess, and

“(B) if such adjustments are insufficient
to eliminate such excess, shall apply the adjust-
ments described in paragraph (3).

“(2) REDUCTIONS IN AMOUNTS AVAILABLE FOR
SUPPLEMENTAL ACUTE CARE BENEFITS PRO-
GRAMS.—

“(A) IN GENERAL.—AN adjustment under
this paragraph consists of reduction in the limi-
tations on payments to States established under
section 2124(b).

“(B) MANNER OF REDUCTION.—Such re-
duction shall be made in a proportional manner
and shall provide for an aggregate reduction in
the limits equal to the amount of such the re-
duction required to comply with the require-
ment of subsection (a).

“(3) REDUCTION IN PREMIUM ASSISTANCE
AMOUNT.—

“(A) IN GENERAL.—AN adjustment under
this paragraph consists of uniform proportional
reduction in the premium assistance percentage

applied under section 2103(b)(3), but only with
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respect to individuals who are not cost-sharing

assistance eligible individuals.

“(B) MANNER OF REDUCTION.—The pro-
portion of the uniform proportional reduction
shall be calculated by the Director, in consulta-
tion with the Secretary, in a manner that re-
sults in an aggregate reduction in the payments
to States under part A in an amount that
assures (taking into account reductions result-
ing from the adjustment under paragraph (2))
compliance with the requirement of subsection
().

“(4) NoTice TO CONGRESs.—Before effecting
any adjustment under this subsection, the Director
shall submit to Congress a report that describes the
adjustment to be made and the basis for making the
adjustment.

“(5) NO AFFECT ON STATE MAINTENANCE-OF-
EFFORT REQUIREMENTS.—AnNy adjustment under
this subsection shall not affect the requirements for
States under sections 2107 or 2125.

“(f) PRESIDENT’S BUDGET To INCLUDE PREMIUM

23 ASSISTANCE ESTIMATES.—
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“(1) IN GENERAL.—When the President sub-
mits a budget (as required by section 1105 of title
31), the President shall include in such budget—

“(A) estimates of Federal expenditures

under titles XVIII and XIX and parts A and B

of this title otherwise provided without regard

to this section; and

“(B) a comparison of the Federal expendi-
tures under titles XVIII and XIX with the ag-
gregate limitation established under subsection

(b); and

“(C) estimates of adjustments under sub-
section (d) that are necessary to comply with
enforcement of the limitation under subsection

().

“(2) FiscAL YEARS COVERED.—The President
shall submit such estimates for the upcoming fiscal
year and the following 4 fiscal years beginning with
the budget submitted for fiscal year 1997, and

“(A) beginning with the budget for fiscal
year 1998, the current fiscal year; and

“(B) beginning with the budget for fiscal
year 1999, the current fiscal year and the pre-
ceding fiscal year.

“(g) CBO INFORMATION AND ANALYSES.—
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“(1) CBO TECHNICAL CORRECTIONS RE-
PORT.—In or about January of each year when the
Congressional Budget Office changes the economic
and technical assumptions in the budget baseline
used by such Office, the Director of such Office shall
submit to the Congress a report on such changes.
The report shall include an explanation of what the
aggregate limitation amounts under subsection (b)
might have been if they had been computed based on
such changed assumptions.

“(2) CBO ANALYsIs.—In or about March of
each year, after having an opportunity to analyze
the report submitted under subsection (e)(1), the Di-
rector of the Congressional Budget Office shall sub-
mit to Congress a report that contains an analysis
of the differences between the estimates contained in
the President’s report and the estimates of such Of-
fice based on the economic and technical assump-

tions referred to in paragraph (1).

“SEC. 2142. PAYMENTS FOR ADMINISTRATIVE EXPENSES

UNDER TITLE.

“(a) IN GENERAL.—Subject to subsection (b), the

23 Secretary shall pay to each State operating a State pro-

24 gram under this part or part B, for each quarter begin-

25 ning with the quarter commencing January 1, 1998, an
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amount equal to 50 percent of the amounts expended dur-
ing the quarter as found necessary by the Secretary for
the proper and efficient administration of such programs
in the State, not including any State maintenance-of-effort
expenditures required under section 2107 or 2125.

“(b) LIMITATION.—

“(1) IN GENERAL.—The amount of funds which
the Secretary is otherwise obligated to pay a State
for quarters in a year under subsection (a) shall not
exceed such proportion of the amount specified in
paragraph (2) as the Secretary determines, taking
into account relevant factors including the propor-
tion of premium assistance eligible individuals (in-
cluding cost-sharing assistance eligible individuals)
who reside in the State, the relative costs of admin-
istrative services in the State (compared to the na-
tional average costs of administrative services), and
total non-administrative expenditures by the State
under this title.

“(2) TOTAL AVAILABLE ADMINISTRATIVE
AMOUNT.—For purposes of this subsection, the
amount specified in this paragraph for all calendar
quarters in a year for payments to States shall not
exceed—

“(A) $2.3 billion for 1998,
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“(B) $2.5 billion for 1999,

“(C) $2.7 billion for 2000,
“(D) $2.9 billion for 2001,
“(E) $3.1 billion for 2002,
“(F) $3.3 billion for 2003, and
“(G) $3.6 billion for 2004.
“SEC. 2143. HEALTH CARE ASSURANCE TRUST FUND.

“(a) CREATION OF TRuUST FunD.—There is estab-

© 00O N O 0o B~ W N P

lished in the Treasury of the United States a trust fund
10 to be known as the ‘Health Care Assurance Trust Fund’
11 (in this section referred to as the ‘Trust Fund’), consisting
12 of such amounts as may be appropriated or credited to

13 it under this section.

14 “(b) TRANSFERS TO THE TRUST FUND.—

15 “(1) IN GENERAL.—There are hereby appro-
16 priated to the Trust Fund the amount determined
17 by the Secretary of the Treasury, after consultation
18 with the Secretary of Health and Human Services,
19 to be equal to the sum of—

20 “(A) the decrease in Federal expenditures
21 resulting from the provisions of, and the
22 amendments made by, the Bipartisan Health
23 Care Reform Act of 1994, and
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“(B) amounts received by the Secretary
pursuant to sections 2104(e), 2105(b)(2), and
2105(e).

“(2) TRANSFERS FROM OTHER TRUST
FUNDS.—The Secretary of Health and Human Serv-
ices shall transfer each fiscal year to the Trust Fund
from the Federal Hospital Insurance Trust Fund
and the Federal Supplementary Medical Insurance
Trust Fund the amount which the Secretary esti-
mates is equal to the decrease in expenditures in
each such trust fund attributable to the provisions
of the Bipartisan Health Care Reform Act of 1994,

“(3) TRANSFERS FROM GIFTS AND BE-
QUESTS.—The Secretary of Health and Human
Services shall transfer each fiscal year to the Trust
Fund any money gifts or bequests made to or on be-
half of the United States for allocation to the Trust
Fund.

“(c) EXPENDITURES.—AMounts in the Trust Fund
shall be used as follows:

“(1) Amounts shall be appropriated to the Sec-
retary for payments to States in a fiscal year for the
programs under parts A and B of this title (and to

the extent any such amount is not expended during
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any fiscal year, such amount shall be available for

such purpose for subsequent fiscal years).

“(2) Amounts shall be transferred to an ac-
count in the General Fund of the Treasury in an
amount equal to the estimate of the Secretary of the
Treasury of the reductions in revenues deposited in
the General Fund resulting from the amendments
made to the Internal Revenue Code of 1986 by the
Bipartisan Health Care Reform Act of 1994.

“(d) NATURE OF PAYMENT OBLIGATION.—Subject
to section 2141, sections 2106, 2124, and 2142 constitute
budget authority in advance of appropriations Acts, and
represent the obligation of the Federal Government to pro-
vide payments to States under such sections in accordance
with the applicable provisions of this title.

“SEC. 2144. LIMITATION ON USE OF FUNDS FOR ABOR-
TIONS.

“None of the funds appropriated to carry out this
title shall be expended for premium assistance under this
part that provides coverage of any abortion, for cost-shar-
ing assistance under this part with respect to expenses in-
curred for any abortion, or for supplemental acute care
benefits under part B for any abortion, except in the case

of an abortion where the procedure is necessary to save
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the life of the mother or where the pregnancy is the result
of an act of rape or incest.
“SEC. 2145. AUDITS.

“The Secretary shall conduct regular audits of the
activities under the State programs conducted under this
title.

“SEC. 2146. DEMONSTRATION PROJECT AUTHORITY.

“(a) IN GENERAL.—In the case of any experimental,
pilot, or demonstration project which in the judgment of
the Secretary is likely to assist in promoting the objectives
of this title in a State or States, the Secretary may waive
compliance with any of the requirements of this title to
the extent and for the period the Secretary finds necessary
to enable the Secretary to carry out the project.

“(b) RESTRICTION.—

“(1) FINDINGS.—The Secretary may authorize

a waiver under subsection (a) only if the Secretary

determines that under the waiver—

“(A) all individuals who would be premium
assistance eligible individuals remain eligible for
premium assistance,

“(B) benefits under part A are not reduced
below the level of benefits otherwise provided,

and
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“(C) the amount of payments made by the

Federal Government do not exceed the amount

of payments otherwise provided.

“(2) LimiTATION.—The Secretary may not au-

thorize a waiver of sections 2107 or 2125 (relating

to State maintenance-of-effort).

“SEC. 2147. DEFINITIONS AND DETERMINATIONS OF IN-

COME.

“For purposes of this title:

“(1) DETERMINATIONS OF INCOME.—

“(A) FAMILY INcOME.—The term ‘family

income’ means, with respect to an individual

who—

*HR 5228 IH

“(i) is not a dependent (as defined in
subparagraph (B)) of another individual,
the sum of the modified adjusted gross in-
comes (as defined in subparagraph (D))
for the individual, the individual’s spouse,
and dependents of the individual; or

“(i) is a dependent of another indi-
vidual, the sum of the modified adjusted
gross incomes for the other individual, the
other individual’s spouse, and dependents

of the other individual.
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“(B) DEPENDENT.—The term ‘dependent’
shall have the meaning given such term under
paragraphs (1) or (2) of section 152(a) of the
Internal Revenue Code of 1986.

“(C) SPECIAL RULE FOR FOSTER CHIL-
DREN.—For purposes of subparagraph (A), a
child who is placed in foster care by a State
agency shall not be considered a dependent of
another individual.

“(D) MODIFIED ADJUSTED GROSS IN-
coME.—The term ‘modified adjusted gross in-
come’ means adjusted gross income (as defined
in section 62(a) of the Internal Revenue Code
of 1986)—

“(i) determined without regard to sec-

tions 135, 162(l), 220, 911, 931, and 933

of such Code, and

“(i1) increased by—

“(1) the amount of interest re-
ceived or accrued by the individual
during the taxable year which is ex-
empt from tax,

“(11) the amount of the social se-
curity benefits (as defined in section

86(d) of such Code) received during
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the taxable year to the extent not in-
cluded in gross income under section
86 of such Code,
“(111) the amount of aid to fami-
lies with dependent children received
during the taxable year under part A
of title IV to the extent not included
in gross income under such Code, and
“(IV) the amount of any supple-
mental security income benefits pro-
vided under title XVI.
The determination under the preceding sen-
tence shall be made without regard to any car-
ryover or carryback.

“(E) ELECTION WITH RESPECT TO IN-
COME DETERMINATION.—AS elected by a family
at the time of submission of an application for
a premium or cost-sharing assistance under this
part, family income shall be determined
either—

“(i) by multiplying by a factor of 4

the individual’s family income for the 3-

month period immediately preceding the

month in which the application is made, or
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“(ii) based upon estimated income for
the entire year in which the application is
submitted.

“(2) APPLICABLE POVERTY LINE.—The term
‘applicable poverty line’ means the income official
poverty line (as defined by the Office of Manage-
ment and Budget, and revised annually in accord-
ance with section 673(2) of the Omnibus Budget
Reconciliation Act of 1981) that—

“(A) in the case of a family of less than
five individuals, is applicable to a family of the
size involved; and

“(B) in the case of a family of more than
four individuals, is applicable to a family of
four persons.

“(3) PREGNANT WOMAN.—The term ‘pregnant
woman’ includes a woman during the 60-day period
beginning on the last day of the pregnancy.

“(4) Premium.—AnNy reference to the term
‘premium’ includes a reference to premium equiva-

lence for self-insured plans.”.
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SEC. 2102. OPERATION OF PROGRAM AS STATE PLAN RE-

QUIREMENT UNDER MEDICAID.

(2) IN GENERAL.—Section 1902(a) of the Social Se-
curity Act (42 U.S.C. 1396a(a)), as amended by sections
3303(a)(1), 3003(a), and 3201(f)(5), is amended—

(1) by striking “and” at the end of paragraph
(63);

(2) by striking the period at the end of para-
graph (64) and inserting ““; and’’; and

(3) by inserting after paragraph (64) the fol-
lowing new paragraph:

“(65) provide for a State program furnishing
premium subsidies for low-income individuals in ac-
cordance with part A of title XXI.”.

(b) EFFecTIVE DATE.—The requirement of section
1902(a)(65) of the Social Security Act (as added by sub-
section (a)) shall apply to Federal financial participation
for calendar quarters beginning on or after January 1,
1998.

SEC. 2103. APPLICATION OF MISCELLANEOUS PROVISIONS.

(a) AppLICATION OF SAVE PRrovisioNs.—Section
1137(b) of the Social Security Act (42 U.S.C. 1320b-
7(b)) is amended—

(1) by striking “and” at the end of paragraph

(4),
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(2) by striking the period at the end of para-

graph (5) and inserting ““; and”’, and

(3) by adding at the end the following:

“(6) a State subsidy program under part A of
title XX1.”,

(b) DiscLOSURE OF CERTAIN INFORMATION.

(1) IN GENERAL.—Subsection (I) of section
6103 of the Internal Revenue Code of 1986 is
amended by adding at the end the following new
paragraph:

“(15) DISCLOSURE OF RETURN INFORMATION
TO CARRY OUT HEALTH PREMIUM ASSISTANCE CER-
TIFICATE PROGRAM.—The Secretary shall, upon
written request from a State, disclose to officials of
the State return information for purposes of deter-
mining or verifying whether any individual is enti-
tled to a premium assistance certificate under part
A of title XXI of the Social Security Act and the
amount thereof. Return information disclosed under
this paragraph may be used by such officers and em-
ployees only for the purposes of, and to the extent
necessary in, making such determination or verifica-
tion.”.

(2) CONFORMING CHANGE.—Paragraph (4) of

section 6103(p) of such Code is amended by striking
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“or (14)” each place it appears and inserting “(14)

or (15)".

(c) APPLICATION OF DEFINITION OF STATE.—Sec-
tion 1001(a)(1) of the Social Security Act (42 U.S.C.
1301(a)(1)) is amended by striking “title XX’ and insert-
ing “titles XX and XXI".

TITLE HI—MEDICAID REFORMS

TABLE OF CONTENTS OF TITLE

Subtitle A—Treatment of Acute Care Benefits for AFDC and
Non-cash Beneficiaries

Sec. 3001. Division of medicaid benefits into core benefits and supplemental
benefits for AFDC and non-cash beneficiaries; limitation on
Federal financial participation for core benefits; sunset in med-
ical assistance.

Sec. 3002. Continuation of State medicaid eligibility categories.

Subtitle B—Flexibility in Expenditures for Supplemental
Benefits for AFDC and Non-cash Beneficiaries

Sec. 3101. Provision of supplemental acute care benefits through State supple-
mental acute care benefit programs.

“PART B—STATE SuPPLEMENTAL AcUTE CARE BENEFITS PROGRAMS

“Sec. 2121. Establishment of State supplemental acute care benefits pro-
grams.

“Sec. 2122. Eligibility.

“Sec. 2123. Scope and provision of benefits; benefits administration.

“Sec. 2124. Payments to States.

““Sec. 2125. State maintenance of effort requirement.”

Subtitle C—Increased State Flexibility in Contracting for
Coordinated Care

Sec. 3201. Modification of Federal requirements to allow States more flexibility
in contracting for coordinated care services.

Subtitle D—Additional Medicaid Reforms

Sec. 3301. Reduction in amount of payment adjustments for disproportionate
share hospitals.

Sec. 3302. Elimination of medically needy program for individuals not in an in-
stitution.

Sec. 3303. Elimination of medicaid pediatric immunization program.
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Subtitle A—Treatment of Acute
Care Benefits for AFDC and
Non-cash Beneficiaries

SEC. 3001. DIVISION OF MEDICAID BENEFITS INTO CORE

BENEFITS AND SUPPLEMENTAL BENEFITS
FOR AFDC AND NON-CASH BENEFICIARIES;
LIMITATION ON FEDERAL FINANCIAL PAR-
TICIPATION FOR CORE BENEFITS; SUNSET IN
MEDICAL ASSISTANCE.

(@) IN GENERAL.—Title XIX of the Social Security

Act is amended by redesignating section 1931 as section

1932 and by inserting after section 1930 the following new

section;

““MEDICAID REFORM RULES FOR BENEFITS FOR ACUTE
MEDICAL SERVICES FOR AFDC RECIPIENTS AND
NON-CASH MEDICAID BENEFICIARIES
“Sec. 1931. (a) APPLICATION OF SECTION.—

“(1) IN GENERAL.—This section applies with
respect to medical assistance for acute medical serv-
ices (as defined in paragraph (2)) under State plans
under this title for calendar quarters beginning on
or after January 1, 1995, provided to AFDC recipi-
ents and non-cash medicaid categorical beneficiaries.

To the extent this section applies, it supersedes any
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contrary provision of this title or of other applicable

law.

“(2) DeFINITIONS.—In this section:

“(A) ACUTE MEDICAL SERVICES.—The

term ‘acute medical services’ means items and

services described in section 1905(a) other than

the following:

*HR 5228 IH

“(i) Nursing facility services (as de-
fined in section 1905(f)).

“(i) Intermediate care facility for the
mentally retarded services (as defined in
section 1905(d)).

“(ii1) Personal care services (as de-
scribed in section 1905(a)(24)).

“(iv) Private duty nursing services (as
referred to in section 1905(a)(8)).

“(v) Home or community-based serv-
ices furnished under a waiver granted
under subsection (c), (d), or (e) of section
1915.

“(vi) Home and community care fur-
nished to functionally disabled elderly indi-
viduals under section 1929.

“(vii) Community supported living ar-

rangements services under section 1930.
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“(viil) Case-management services (as
described in section 1915(g)(2)).

“(ix) Home health care services (as
referred to in section 1905(a)(7)), clinic
services, and rehabilitation services that
are furnished to an individual who has a
condition or disability that qualifies the in-
dividual to receive any of the services de-
scribed in a previous clause.

“(x) Hospice care.

“(B) AFDC RECIPIENT.—The term
‘AFDC recipient’ means, for a month, an indi-
vidual who is receiving aid or assistance under
any plan of the State approved under title I, X,
X1V, or XVI, or part A or part E of title IV
for the month.

“(C) CorReE BENEFITS.—The term ‘core
benefits’ means benefits with respect to acute
medical services which the Secretary identifies
under subsection (b)(1) as typically included in
the services covered under benchmark coverage
(as defined in section 1903(1) of the Bipartisan
Health Care Reform Act of 1994).

“(D) NON-CASH  MEDICAID  BENE-

FICIARY.—The term ‘non-cash medicaid bene-
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ficiary’ means an individual described in section

1902(a)(10)(A) who is not an AFDC recipient

or an SSI recipient.

“(E) SSI RecIPIENT.—The term ‘SSI re-

cipient’ means, for a month, an individual—

“(i) with respect to whom supple-
mental security income benefits are being
paid under title XVI of the Social Security
Act for the month,

“(i1) who is receiving a supplementary
payment under section 1616 of such Act or
under section 212 of Public Law 93-66 for
the month,

“(ii1) who is receiving monthly bene-
fits under section 1619(a) of the Social Se-
curity Act (whether or not pursuant to sec-
tion 1616(c)(3) of such Act) for the
month, or

“(iv) who is treated under section
1619(b) of the Social Security Act as re-
ceiving supplemental security income bene-
fits in a month for purposes of title XIX
of such Act.

“(F) SUPPLEMENTAL ACUTE CARE BENE-

FITs.—The term ‘supplemental acute care bene-
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1 fits’ means benefits for acute medical services
2 which are not—
3 “(i) core benefits, and
4 “(ii) benefits for items or services de-
5 scribed in clauses (i) through (x) of sub-
6 paragraph (A).
7 “(b) DivisioN oF AcUTE MEDICAL SERVICE BENE-
8 FITs INTO CORE BENEFITS AND SUPPLEMENTAL ACUTE
9 CARE BENEFITS.—The Secretary shall divide the class of

10 benefits for acute medical services into the following bene-

11 fit groups:

12 “(1) Core BENEFITS.—A group of benefits
13 consisting of core benefits (as defined in subsection
14 (@)(2)(C)).

15 “(2) SUPPLEMENTAL ACUTE CARE BENE-
16 FITs.—A group of benefits consisting of supple-
17 mental acute care benefits (as defined in subsection
18 (@) (2)(F)).

19 “(c) LiIMmITATION ON AMOUNT OF FEDERAL FINAN-

20 ciAL PARTICIPATION FOR BENEFITS FOR AcUuTE MEDI-
21 caL SERVICES FOR AFDC REeciPIENT AND NON-CASH

22 MEeDICAID BENEFICIARIES.—

23 “(1) LIMITATION ON CORE BENEFITS FOR 1995
24 THROUGH 1997.—With respect to expenditures for
25 medical assistance for core benefits for AFDC re-
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cipients and non-cash medicaid beneficiaries in a

State the following rules shall apply:

“(A) 1995.—For all quarters in calendar
year 1995, Federal financial participation under
section 1903(a)(1) shall not be payable to the
extent that per capita expenditures for such as-
sistance exceed a per capita limiting amount
equal to the base per capita core benefit Fed-
eral payment limit for AFDC recipients and
non-cash medicaid beneficiaries (specified in
paragraph (2)(A)) increased by the FEHBP
national rolling increase percentage (as defined
in section 2107(c)(1)) for 1995.

“(B) 1996 AND 1997.—For all quarters in
calendar year 1996 and for all quarters in cal-
endar year 1997, Federal financial participation
under section 1903(a)(1) shall not be payable
to the extent that per capita expenditures for
such assistance for such year exceed a per cap-
ita limiting amount equal to the per capita lim-
iting amount established under subparagraph
(A) or this subparagraph, respectively, for the
preceding year increased by the FEHBP na-

tional rolling increase percentage (as defined in
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section 2107(c)(1)) for 1996 or 1997, respec-

tively.

“(C) ESTIMATIONS AND ADJUSTMENTS.—
The Secretary shall—

“(i) establish a process for estimating
the limiting amounts under this paragraph
at the beginning of each year and adjust-
ing such amount during such year; and

“(i) notifying each State of the esti-
mations and adjustments referred to in
clause (i).

“(2) BASE PER CAPITA CORE BENEFIT FED-
ERAL PAYMENT LIMIT FOR AFDC RECIPIENTS AND
NON-CASH MEDICAID BENEFICIARIES.—

“(A) IN GENERAL.—IN paragraph (1)(A),
the ‘base per capita core benefit Federal pay-
ment limit for AFDC recipients and non-cash
medicaid beneficiaries’ specified in this subpara-
graph, for a State, is—

“(i) the baseline Federal medicaid
core benefit payments for AFDC recipients
and non-cash medicaid beneficiaries (as de-
fined in subparagraph (B)) for the State,
divided by
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“(if) the number of AFDC recipients

and non-cash medicaid beneficiaries en-

rolled in the State plan under this title in

1994, as determined under subparagraph

(C).

“(B) DETERMINATION OF BASELINE FED-
ERAL MEDICAID CORE BENEFIT PAYMENTS FOR
AFDC RECIPIENTS AND NON-CASH MEDICAID
BENEFICIARIES.—For purposes of subpara-
graph (A)(i), the ‘baseline medicaid core benefit
expenditures for AFDC recipients and non-cash
medicaid beneficiaries’ for a State is the
amount of Federal payments made under sec-
tion 1903(a)(1) with respect to medical assist-
ance furnished for core benefits for AFDC re-
cipients and non-cash medicaid beneficiaries for
all calendar quarters in 1994.

“(C) DETERMINATION OF NUMBER OF
AFDC RECIPIENTS AND NON-CASH MEDICAID
BENEFICIARIES.—For purposes of subpara-
graph (A)(ii), the number of AFDC recipients
and non-cash medicaid beneficiaries for a State
for 1994 shall be determined based on actual
reports submitted by the State to the Secretary.

In the case of individuals who were not recipi-
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ents or beneficiaries for the entire fiscal year,
the number shall take into account only the
portion of the year in which they were such re-
cipients. The Secretary may audit such reports.
“(3) LIMITATION ON BENEFITS FOR ACUTE
MEDICAL SERVICES AFTER 1997.—With respect to
expenditures for medical assistance for acute medical
services benefits for AFDC recipients and non-cash
medicaid beneficiaries in a State for quarters in a
calendar year after 1997—
“(A) no such Federal financial participa-
tion shall be payable under section 1903(a)(1),
and
“(B) such a recipient or beneficiary is not
entitled to receive any medical assistance for
such benefits under the State plan under this
title.
“(4) ADDITIONAL RULES.—For purposes of this
subsection—
“(A) DISPROPORTIONATE SHARE PAY-
MENTS NOT INCLUDED.—Payments attributable
to section 1923 shall not be counted in the
amount of Federal payments.
“(B) TREATMENT OF DISALLOWANCES.—

The amount of Federal payments shall take
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into account amounts (or an estimate of

amounts) disallowed.

“(C) APPLICATION TO PARTICULAR ITEMS

AND SERVICES.—In determining the Federal

payment with respect to a category of items

and services (within the core benefits) furnished
in a State, there shall be counted only that pro-
portion of such expenditures (determined only
with respect to medical assistance furnished to
AFDC recipients and non-cash medicaid bene-
ficiaries) that were attributable to items and
services included in the core benefits (taking
into account any limitation on amount, dura-
tion, or scope of items and services included in
such benefits).
“(d) CoNDITIONING FEDERAL FINANCIAL PARTICI-
PATION ON STATE MAINTENANCE-OF-EFFORT.—

“(1) IN GENERAL.—Payment to a State under
section 1903(a) for a quarter during 1995, 1996, or
1997 is conditioned upon the State making expendi-
tures under this title from non-Federal funds (con-
sistent with paragraph (3)) for core benefits for
AFDC recipients and non-cash medicaid bene-

ficiaries equal to at least the State maintenance-of-
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effort amount computed under paragraph (2) for the
year.

“(2) STATE MAINTENANCE-OF-EFFORT
AMOUNT.—The State maintenance-of-effort amount
computed under this paragraph for a State for a
year is equal to the product of—

“(A) the amount that would be computed
as the per capita limiting amount under sub-
section (c)(1) for the State for the year if the
FEHBP State rolling increase percentage (as
defined in section 2107(c)(2)) were substituted
for any reference to the FEHBP national roll-
Ing increase percentage in such subsection; and

“(B) the Federal-to-State conversion factor
(as defined in section 2107(b)(5)).

“(3) Use oF STATE FUNDs.—Each State shall
provide assurances satisfactory to the Secretary that
Federal funds will not be used, directly or indirectly,
to provide for the State expenditures required under
this subsection.”.

(b) CoNFORMING AMENDMENT.—Section 1903(i) of

the Social Security Act (42 U.S.C. 1396b(i)), as amended
by section 3303(a)(3), is amended—

(1) by striking “or” at the end of paragraph
(12),
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(2) by striking the period at the end of para-

graph (13) and inserting ““; or”’, and

(3) by inserting after paragraph (13) the

following:

“(14) in accordance with section 1931, with re-

spect to amounts expended for medical assistance—

“(A) for supplemental acute care benefits
(as defined in section 1931(a)(2)(F)) for AFDC
recipients and non-cash medicaid beneficiaries
for calendar quarters beginning on or after
January 1, 1995,

“(B) for core benefits (as defined in sec-
tion 1931(a)(2)(C)) for AFDC recipients and
non-cash medicaid beneficiaries for calendar
quarters beginning on or after January 1,
1995, and before January 1, 1998, to the ex-
tent they exceed limits specified in section
1931(c)(1), and

“(C) for core benefits for AFDC recipients
and non-cash medicaid beneficiaries for cal-
endar quarters beginning on or after January

1, 1998.”.

*HR 5228 IH



Title 111, Subtitle A

232

1 SEC. 3002. CONTINUATION OF STATE MEDICAID ELIGI-

2
3

BILITY CATEGORIES.

(2) IN GENERAL.—Section 1902(a) of the Social Se-

4 curity Act (42 U.S.C. 1369a(a)), as amended by section

5
6
7
8
9

10
11
12
13
14
15
16
17

3303(a)(1), is amended—

(1) by striking “and” at the end of paragraph
(60);

(2) by striking the period at the end of para-
graph (61) and inserting ““; and ’; and

(3) by inserting after paragraph (61) the fol-
lowing new paragraph:

“(62) provide for the continuation through De-
cember 31, 1997, of eligibility for medical assistance
under section 1902(a)(10)(A) of any class or cat-
egory of individuals eligible for medical assistance
under such section during fiscal year 1994.”.

(b) EFFecTivE DATE.—The amendments made by

18 subsection (a) shall apply to payments for calendar quar-

19 ters beginning on or after January 1, 1995.
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Subtitle B—Flexibility in Expendi-
tures for Supplemental Benefits
for AFDC and Non-cash Bene-
ficiaries
SEC. 3101. PROVISION OF SUPPLEMENTAL ACUTE CARE
BENEFITS THROUGH STATE SUPPLEMENTAL
ACUTE CARE BENEFIT PROGRAMS.

() IN GENErRAL.—Title XXI of the Social Security
Act, as added by section 2101(a), is amended by inserting
after part A the following new part:

“PART B—STATE SUuPPLEMENTAL AcUTE CARE

BENEFITS PROGRAMS
“SEC. 2121. ESTABLISHMENT OF STATE SUPPLEMENTAL
ACUTE CARE BENEFITS PROGRAMS.

“(a) IN GENERAL.—Each State shall establish a
State supplemental acute care benefits program (each in
this part referred to as a ‘State supplemental acute care
benefits program’) that provides supplemental acute care
benefits for supplemental benefit eligible individuals.

“(b) AvaiLABILITY OF FunDs.—Each State with a
State supplemental acute care benefits program approved
under this part is entitled, for calendar quarters beginning
on or after January 1, 1995, to payment under section

2124,
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“(c) APPROVAL OF STATE PROGRAMS; PROGRAM DE-
SCRIPTIONS.—The Secretary may not approve a State
supplemental acute care benefits program unless the State
has submitted a detailed description of the form and man-
ner in which it will carry out the program (consistent with
the applicable requirements of this part) and the Secretary
finds that the program meets such applicable require-
ments.

“SEC. 2122. ELIGIBILITY.

“(a) IN GENERAL.—In this part, the term ‘supple-
mental benefit eligible individual’ means an individual
who, as of the time of provision of supplemental acute care
benefits, is described as follows:

“(1) 1995 THROUGH 1997.—The individual is
an AFDC recipient or a non-cash medicaid bene-
ficiary (as such terms are defined in section
1931(a)(2)).

“(2) 1998 AND THEREAFTER.—The individual
Is a premium assistance eligible individual (as de-
fined in section 2102(a)).

“(b) ConsTRUcTION.—Nothing in this part shall be
construed to create an entitlement for any specific supple-

mental benefit eligible individual.
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“SEC. 2123. SCOPE AND PROVISION OF BENEFITS; BENE-

FITS ADMINISTRATION.

“(@ IN GENERAL.—The supplemental acute care
benefits that may be made available under a State supple-
mental acute care benefits program may include supple-
mental acute care benefits (as defined in section
1931(a)(2)(F)).

“(b) CoveErRAGE OF BENEFITS.—Each State supple-
mental acute care benefits program—

“(1) shall establish methods and standards to
select the types, and the amount, duration, and
scope, of supplemental acute care benefits included
in the program and to assure access to, and the
quality of, services included in such benefits;

“(2) in providing benefits for supplemental ben-
efit eligible individuals—

“(A) may vary the supplemental acute care
benefits provided among reasonable classes of
such individuals, and

“(B) may take into account the individual
needs of individuals; and
“(3) shall coordinate the provision of such bene-

fits with other health insurance coverage and health

benefit programs in a manner that avoids duplica-

tion of benefits.
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“(c) PAYMENT METHODS.—Benefits under a pro-
gram may be made available in the form of direct provi-
sion of services, reimbursement of providers, prepayment

to providers or health plans on a capitation basis, reim-

1
2
3
4
5 bursement of supplemental benefit eligible individuals for
6 expenses incurred for supplemental acute care benefits, or
7 a combination of these methods.

8 “(d) ADMINISTRATION.—

9

“(1) STATE AGENCY.—Each State supplemental

10 acute care benefits program shall designate any ap-
11 propriate State agency to administer the program.

12 “(2) CoORDINATION.—The State supplemental
13 acute care benefits program shall specify how the

14 program—

15 “(A) will be coordinated with the State
16 medicaid plan, titles V and XX of the Social
17 Security Act, part A of this title, and any other
18 Federal or State programs that provide services
19 or assistance targeted to supplemental benefit
20 eligible individuals, and

21 “(B) will be coordinated with qualified
22 health coverage.

23 “(e) REPORTS AND INFORMATION TO SECRETARY;

24 AubpiTs.—Each State supplemental acute care benefits

25 program shall furnish to the Secretary—
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“(1) such reports, and cooperate with such au-
dits, as the Secretary determines are needed con-
cerning the State’s administration of the program
under this part, including the processing of any
claims under the program, and

“(2) such data and information as the Sec-
retary may require in order to carry out the Sec-

retary’s responsibilities.

“SEC. 2124. PAYMENTS TO STATES.

“(a) IN GENERAL.—

“(1) PAYMENTS FOR SUPPLEMENTAL ACUTE
CARE BENEFITS.—Subject to paragraph (2), sub-
section (b), and sections 2125 and 2141, the Sec-
retary shall provide for payment to each State oper-
ating an approved State supplemental acute care
benefits program in an amount equal to the amount
expended by the State under the program during the
quarter for supplemental acute care benefits for sup-
plemental benefit eligible individuals.

“(2) NO PAYMENT FOR MAINTENANCE-OF-EF-
FORT EXPENDITURES OR ADMINISTRATION.—NO
payment shall be made under paragraph (1)—

“(A) for any State maintenance-of-effort

expenditures required under section 2125, or
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“(B) for any expenditures relating to ad-

ministration of a State subsidy program.

“(3) PAYMENTS FOR RELATED ADMINISTRA-

TIVE EXPENSES.—

*HR 5228 IH

“(A) 1995 THROUGH 1997.—

“(i) IN GENERAL.—Subject to sec-
tions 2123(d)(2), 2124(b), 2125, and
2141, and clause (ii), the Secretary shall
pay to each State operating a State supple-
mental acute care benefits program, for
each quarter beginning with the quarter
commencing January 1, 1995, and ending
before January 1, 1998, an amount equal
to 50 percent of the amounts expended
during the quarter as found necessary by
the Secretary for the proper and efficient
administration of such program, not in-
cluding any State maintenance-of-effort ex-
penditures required under section 2125.

“(i)  LimiTATION.—The Secretary
shall not find under clause (i) amounts ex-
pended to be for the proper and efficient
administration of a State supplemental
acute care benefits program if such

amounts exceed 3 percent of the total ex-
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1 penditures under the program in the quar-
2 ter (including State maintenance-of-effort
3 expenditures under section 2125).

4 “(B) REFERENCE TO PAYMENT FOR AD-
5 MINISTRATIVE EXPENSES AFTER 1997.—For
6 payment for administrative expenses under this
7 part after 1997, see section 2142.

8 “(4) FuNDING.—Payments to States under this
9 subsection shall be made by the Secretary, from the
10 Health Care Assurance Trust Fund (established
11 under section 2143), at such time and in such form
12 as provided in regulations promulgated by the Sec-
13 retary, based on the form and manner in which pay-
14 ments are made under section 1903.
15 “(b) LIMITATION ON PAYMENTS FOR SUPPLE-

16 MENTAL AcUTE CARE BENEFITS.—

17 “(1) IN GENERAL.—Subject to section 2141
18 and paragraphs (2) and (3), the total amount of
19 payments that may be made to a State under sub-
20 section (a)(1) for all quarters in a calendar year may
21 not exceed the following:

22 “(A) 1995.—For 1995, the product of—
23 “(i) the initial per capita supple-
24 mental acute care benefit Federal payment
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limit (described in subsection (c)) for the
State, and

“(if) the average monthly number of
supplemental benefit eligible individuals in

the State in 1995.

“(B) 1996 AND 1997.—For each of cal-
endar years 1996 and 1997, the product of—

“(i) the limit specified in this clause

(or subparagraph (A)(i)) for the State for

the previous year increased by the FEHBP

national rolling increase factor for the year

(as defined in section 2107)(c)(1)), and

“(ii) the average monthly number of
supplemental benefit eligible individuals in
the State in the year.

“(C) 1998 AND THEREAFTER.—For 1998
or any succeeding year, the amount computed
under this subparagraph (or subparagraph (B))
for the State for the preceding year increased
by the supplemental acute care benefit increase
factor under subsection (d) for the year.

“(2) ADJUSTMENT FOR AVAILABILITY OF ADDI-
TIONAL FUNDS.—If the Secretary determines for a
year that the total amount of the Federal payments

under section 2124 for a year for all the States is

*HR 5228 IH



© 00O N O 0o B~ W N PP

e L L i O e =
N~ o OO~ W N B O

18
19
20
21
22
23
24

Title 111, Subtitle B
241

less than the sum of the limitations for the year for
all the States established under paragraph (1), the
limitation for each State under this subsection shall
be increased in a pro-rata manner by such an
amount as will not result in such total Federal pay-
ments under section 2124 exceeding the sum of such
limits for all the States for the year.
“(3) ESTIMATIONS AND ADJUSTMENTS.—The
Secretary shall—
“(A) establish a process for estimating the
limit established under this subsection for a
year at the beginning of the year and adjusting
such amount during such year; and
“(B) notifying each State of the esti-
mations and adjustments referred to in sub-
paragraph (A).

“(c) INniTIAL PER CAPITA SUPPLEMENTAL ACUTE

CARE BENEFIT FEDERAL PAYMENT LiMIT DEFINED.—

“(1) IN GENERAL.—For purposes of subsection
(b)(1)(A), the ‘initial per capita supplemental acute
care benefit Federal payment limit’ for a State for
a year is equal to the base per capita supplemental
acute care Federal payments (described in para-

graph (2)) increased by the FEHBP national rolling
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increase  percentage (as defined in section
2107(c)(1)) for 1995.

“(2) BASE PER CAPITA SUPPLEMENTAL ACUTE
CARE FEDERAL PAYMENTS.—Fo0r purposes of para-
graph (1), the ‘base per capita supplemental acute
care Federal payments’ described in this paragraph,
for a State, is—

“(A) the baseline Federal medicaid supple-
mental acute care benefit expenditures (as de-
fined in paragraph (3)) for the State, divided
by

“(B) the number of AFDC recipients and
non-cash medicaid beneficiaries (as described in
section 1931(a)(2)) enrolled in the State plan
under title XIX in 1994, as determined under
paragraph  (4) consistent  with  section
1931(c)(3)(C).

“(3) DETERMINATION OF BASELINE FEDERAL
MEDICAID SUPPLEMENTAL ACUTE CARE PAY-
MENTS.—

“(A) IN GENERAL.—For purposes of para-
graph (2)(A), the ‘baseline Federal medicaid
supplemental acute care payments’ for a State
is the amount of Federal payments made under

section 1903(a)(1) with respect to medical as-
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sistance furnished for supplemental acute care

benefits (as defined in section 1931(b)(2)) for

AFDC recipients and non-cash medicaid bene-

ficiaries for all calendar quarters in 1994.

“(B) DISPROPORTIONATE SHARE PAY-

MENTS NOT INCLUDED.—In applying subpara-

graph (A), payments attributable to section

1923 shall not be counted in the amount of

payments.

“(C) TREATMENT OF DISALLOWANCES.—

The amount determined under this paragraph

shall take into account amounts (or an estimate

of amounts) disallowed under title XIX.

“(4) APPLICATION TO PARTICULAR ITEMS AND
SERVICES.—For purposes of this subsection, in de-
termining the per capita supplemental medical bene-
fit expenditure limit for a category of items and
services (within the supplemental acute care bene-
fits) furnished in a State, there shall be counted only
that proportion of such expenditures (determined
only with respect to medical assistance furnished to
AFDC recipients and non-cash medicaid bene-
ficiaries) that were attributable to items and services
included in the supplemental acute care benefits

(taking into account any limitation on amount, dura-
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tion, or scope of items and services included in such

benefits).

“(d) SupPLEMENTAL AcUTE CARE BENEFIT IN-
CREASE FAcTOR DEescrIBED.—For purposes of sub-
section (b)(1)(C), the ‘supplemental medical benefit in-
crease factor’ for a year for a State is equal to the sum
of—

“(1) the FEHBP national rolling increase fac-
tor (as defined in section 2107(c)(1)) for the year,
“(2) the annual percentage change (which may
be positive or negative) in the population of the
State (as estimated by the Secretary for purposes of
section 2107(c)(4)(B)), and
“(3)(A) 1 percentage point for 1998,
“(B) %5 percentage point for 1999,
“(C) ¥ percentage point for 2000, and
“(D) O percentage points for each subsequent
year.
“SEC. 2125. STATE MAINTENANCE-OF-EFFORT REQUIRE-
MENT.

“(a) IN GENERAL.—Payment to a State under sec-
tion 2124 for a quarter in a year (beginning with 1995)
Is conditioned upon—

“(1) the State making expenditures for supple-

mental acute care benefits under this part from non-
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Federal funds (consistent with subsection (d)) for
supplemental benefit eligible individuals equal to at
least the supplemental benefit maintenance-of-effort
amount computed under subsection (b) for the quar-
ter, and

“(2) for quarters beginning on or after January
1, 1998, the State meeting the maintenance-of-effort
requirement under section 2107(a)(1) for the quar-
ter.

“(b) SuPPLEMENTAL BENEFITS MAINTENANCE-OF-

EFFORT AMOUNT.—The supplemental benefits mainte-
nance-of-effort amount computed under this subsection

for a State for a quarter in a year is equal to ¥4 of the

14 product of—

15
16
17
18
19
20
21
22
23
24
25

“(1) the amount that would be computed as the
minimum limitation under section 2124(b) for the
State for all quarters in the year (determined with-
out regard to section 2124(b)(2)) if the FEHBP
State rolling increase percentage (as defined in sec-
tion 2107(b)(2)) were substituted for the FEHBP
national rolling increase percentage in section
2124(c)(1)(A) and in determining the supplemental
medical benefit increase factor under 2124(d); and

“(2) the Federal-to-State conversion factor

(specified under section 2107(b)(5)).
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“(c) Use oF STATE FuNDs.—Each State supple-
mental acute care benefits program shall provide assur-
ances satisfactory to the Secretary that Federal funds will
not be used, directly or indirectly, to provide for the State
expenditures required under this section.”.

(b) CoNFORMING AMENDMENT TO MEDICAID PRO-
GRAM.—Section 1931 of the Social Security Act, as added
by section 3001, is amended by adding at the end the fol-
lowing:

“(e) ELIMINATION OF ENTITLEMENT FOR SUPPLE-
MENTAL AcCUTE CARE BENEFITS.—With respect to medi-
cal assistance for supplemental acute care benefits for
AFDC recipients and non-cash medicaid beneficiaries in
a State for quarters in 1995 or any succeeding year—

“(1) no Federal financial participation shall be
payable under section 1903(a)(1),

“(2) the State may receive payments for such
supplemental acute care benefits under part B of
title XXI, and

“(3) such a recipient or beneficiary is not enti-
tled to receive any medical assistance for such bene-

fits under the State plan under this title.”.
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Subtitle C—Increased State Flexi-
bility in Contracting for Coordi-
nated Care

SEC. 3201. MODIFICATION OF FEDERAL REQUIREMENTS TO

ALLOW STATES MORE FLEXIBILITY IN CON-
TRACTING FOR COORDINATED CARE SERV-
ICES.

(a) IN GENERAL.—

(1) PAYMENT PROVISIONS.—Section 1903(m)
of the Social Security Act (42 U.S.C. 1396b(m)) is
amended to read as follows:

“(m)(1) No payment shall be made under this title
to a State with respect to expenditures incurred by such
State for payment to an entity which is at risk (as defined
in section 1932(a)(4)) for services provided by such entity
to individuals eligible for medical assistance under the
State plan under this title, unless the entity is a risk con-
tracting entity (as defined in section 1932(a)(3)) and the
State and such entity comply with the applicable provi-
sions of section 1932.

“(2) No payment shall be made under this title to
a State with respect to expenditures incurred by such
State for payment for services provided to an individual
eligible for medical assistance under the State plan under

this title if such payment by the State is contingent upon
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the individual receiving such services from a specified
health care provider or subject to the approval of a speci-
fied health care provider, unless the entity receiving pay-
ment is a primary care case management entity (as de-
fined in section 1932(a)(2)) and the State and such entity
comply with the applicable provisions of section 1932.”.
(2) REQUIREMENTS FOR COORDINATED CARE
servICES.—Title XIX of such Act (42 U.S.C. 1396

et seq.), as amended by section 2001(a), is amended

by redesignating section 1932 as section 1933 and

by inserting after section 1931 the following new

section:

““REQUIREMENTS FOR COORDINATED CARE SERVICES
“Sec. 1932. (a) DerFINITIONS.—Fo0r purposes of this
title—

“(1) PRIMARY CARE CASE MANAGEMENT PRO-
GRAM.—The term ‘primary care case management
program’ means a program operated by a State
agency under which such State agency enters into
contracts with primary care case management enti-
ties for the provision of health care items and serv-
ices which are specified in such contracts and the
provision of case management services to individuals
who are—

“(A) eligible for medical assistance under

the State plan,
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“(B) enrolled with such primary care case
management entities, and

“(C) entitled to receive such specified
health care items and services and case man-
agement services only as approved and ar-
ranged for, or provided, by such entities.

“(2) PRIMARY CARE CASE MANAGEMENT EN-

TITY.—The term ‘primary care case management

entity’ means a health care provider which—

“(A) must be a physician, group of physi-
cians, a Federally qualified health center, a
rural health clinic, a community health author-
ity (under section 1934), or an entity employing
or having other arrangements with physicians
operating under a contract with a State to pro-
vide services under a primary care case man-
agement program,

“(B) receives payment on a fee for service
basis (or, in the case of a Federally qualified
health center or a rural health clinic, on a rea-
sonable cost per encounter basis) for the provi-
sion of health care items and services specified
in such contract to enrolled individuals,

“(C) receives an additional fixed fee per

enrollee for a period specified in such contract
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for providing case management services (includ-

ing approving and arranging for the provision

of health care items and services specified in
such contract on a referral basis) to enrolled
individuals, and

“(D) is not an entity that is at risk (as de-
fined in paragraph (4)) for such case manage-
ment services.

“(3) RISK CONTRACTING ENTITY.—The term
‘risk contracting entity’ means an entity which has
a contract with the State agency (or a health insur-
ing organization described in subsection (n)(2))
under which the entity—

“(A) provides or arranges for the provision
of health care items or services which are speci-
fied in such contract to individuals eligible for
medical assistance under the State plan, and

“(B) is at risk (as defined in paragraph
(4)) for part or all of the cost of such items or
services furnished to individuals eligible for
medical assistance under such plan.

“(4) AT Risk.—The term ‘at risk’ means an
entity which—

“(A) has a contract with the State agency

under which such entity is paid a fixed amount
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1 for providing or arranging for the provision of
2 health care items or services specified in such
3 contract to an individual eligible for medical as-
4 sistance under the State plan and enrolled with
5 such entity, regardless of whether such items or
6 services are furnished to such individual, and

7 “(B) is liable for all or part of the cost of
8 furnishing such items or services, regardless of
9 whether such cost exceeds such fixed payment.
10 “(b) GENERAL REQUIREMENTS FOR RiIsk CoON-
11 TRACTING ENTITIES.—
12 “(1) OrGANIZATION.—A risk contracting entity
13 meets the requirements of this section only if such
14 entity—
15 “(A)(i) is a qualified health maintenance
16 organization as defined in section 1310(d) of
17 the Public Health Service Act, as determined by
18 the Secretary pursuant to section 1312 of such
19 Act; or
20 “(i) is described in subparagraph (C), (D),
21 (E), (F), or (G) of subsection (¢)(4);
22 “(B) is a Federally qualified health center,
23 a rural health clinic, or a community health au-
24 thority (under section 1934) which has made
25 adequate provision against the risk of insol-
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vency (pursuant to the guidelines and regula-
tions issued by the Secretary under this sec-
tion), and ensures that individuals eligible for
medical assistance under the State plan are not
held liable for such entity’s debts in case of
such entity’s insolvency; or

“(C) is an entity which meets all applicable
State licensing requirements and has made ade-
quate provision against the risk of insolvency
(pursuant to the guidelines and regulations is-
sued by the Secretary under this section), and
ensures that individuals eligible for medical as-
sistance under the State plan are not held liable
for such entity’s debts in case of such entity’s
insolvency.

“(2) GUARANTEES OF ENROLLEE ACCESS.—A

risk contracting entity meets the requirements of

this section only if—

“(A) the geographic locations, hours of op-
eration, patient to staff ratios, and other rel-
evant characteristics of such entity are suffi-
cient to afford individuals eligible for medical
assistance under the State plan access to such
entities that is at least equivalent to the access

to health care providers that would be available
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to such individuals if such individuals were not

enrolled with such entity;

“(B) such entity has reasonable and ade-
guate hours of operation, including 24-hour
availability of—

“(i)(1) treatment for an unforeseen ill-
ness, injury, or condition of an individual
eligible for medical assistance under the
State plan and enrolled with such entity;
or

“(11) referral to other health care pro-
viders for such treatment; and

“(ii) other information, as determined
by the Secretary or the State; and
“(C) such entity complies with such other

requirements relating to access to care as the

Secretary or the State may impose.

“(3) CONTRACT WITH STATE AGENCY.—A risk
contracting entity meets the requirements of this
section only if such entity has a written contract
with the State agency which provides—

“(A) that the entity will comply with all
applicable provisions of this section, that the
State has the right to penalize the entity for

failure to comply with such requirements and to
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terminate the contract in accordance with sub-
section (j), and that the entity will be subject
to penalties imposed by the Secretary under
subsection (i) for failure to comply with such
requirements;

“(B) for a payment methodology based on
experience rating or another actuarially sound
methodology approved by the Secretary, which
guarantees (as demonstrated by such models or
formulas as the Secretary may approve) that—

“(i) payments to the entity under the
contract shall not exceed an amount equal
to 100 percent of the costs (which shall in-
clude administrative costs and which may
include costs for inpatient hospital services
that would have been incurred in the ab-
sence of such contract) that would have
been incurred by the State agency in the
absence of the contract; and

“(i1) the financial risk for inpatient
hospital services is limited to an extent
established by the State;

“(C) that the Secretary and the State (or
any person or organization designated by ei-

ther) shall have the right to audit and inspect
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any books and records of the entity (and of any
subcontractor) that pertain—

“(i) to the ability of the entity (or a
subcontractor) to bear the risk of potential
financial losses; or

“(if) to services performed or deter-
minations of amounts payable under the
contract;

“(D) that in the entity’s enrollment,
reenrollment, or disenrollment of individuals eli-
gible for medical assistance under the State
plan and eligible to enroll, reenroll, or disenroll
with the entity pursuant to the contract, the en-
tity will not discriminate among such individ-
uals on the basis of such individuals’ health
status or requirements for health care services;

“(E)(i) individuals eligible for medical as-
sistance under the State plan who have enrolled
with the entity are permitted to terminate such
enrollment without cause as of the beginning of
the first calendar month (or in the case of an
entity described in subsection (e)(4), as of the
beginning of the first enrollment period) follow-
ing a full calendar month after a request is

made for such termination;
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“(i) that when an individual has relocated
outside the entity’s service area, and the entity
has been notified of the relocation, services
(within reasonable limits) furnished by a health
care provider outside the service area will be re-
imbursed either by the entity or by the State
agency; and

“(ii) for written notification of each such
individual’s right to terminate enrollment,
which shall be provided at the time of such indi-
vidual’s enrollment, and, in the case of a child
with special health care needs as defined in sub-
section (e)(1)(B)(ii), at the time the entity iden-
tifies such a child;

“(F) in the case of services immediately re-
quired to treat an unforeseen illness, injury, or
condition, of an individual eligible for medical
assistance under the State plan and enrolled
with the entity—

“(i) that such services shall not be
subject to a preapproval requirement; and
“(i1) where such services are furnished
by a health care provider other than the
entity, for reimbursement of such provider

either by the entity or by the State agency;
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“(G) for disclosure of information in ac-
cordance with subsection (h) and section 1124;

“(H) that any physician incentive plan op-
erated by the entity meets the requirements of
section 1876(i)(8);

“(1) for maintenance of sufficient patient
encounter data to identify the physician who de-
livers services to patients;

“(J) that the entity will comply with the
requirement of section 1902(w) with respect to
each enrollee;

“(K) that the entity will implement a
grievance system, inform enrollees in writing
about how to use such grievance system, ensure
that grievances are addressed in a timely man-
ner, and report grievances to the State at inter-
vals to be determined by the State;

“(L) that contracts between the entity and
each subcontractor of such entity will require
each subcontractor—

“(i) to cooperate with the entity in the
implementation of its internal quality as-
surance program under paragraph (4) and
adhere to the standards set forth in the

quality assurance program, including
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standards with respect to access to care,

facilities in which patients receive care,

and availability, maintenance, and review
of medical records;

“(if) to cooperate with the Secretary,
the State agency and any contractor to the
State in monitoring and evaluating the
quality and appropriateness of care pro-
vided to enrollees as required by Federal or
State laws and regulations; and

“(ii1) where applicable, to adhere to
regulations and program guidance with re-
spect to reporting requirements under sec-
tion 1905(r);

“(M) that, where the State deems it nec-
essary to ensure the timely provision to enroll-
ees of the services listed in subsection
(H(2)(C)(ii), the State may arrange for the pro-
vision of such services by health care providers
other than the entity and may adjust its pay-
ments to the entity accordingly;

“(N) that the entity and the State will
comply with guidelines and regulations issued
by the Secretary with respect to procedures for

marketing and information that must be pro-
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vided to individuals eligible for medical assist-
ance under the State plan;

“(0) that the entity must provide pay-
ments to hospitals for inpatient hospital serv-
ices furnished to infants who have not attained
the age of 1 year, and to children who have not
attained the age of 6 years and who receive
such services in a disproportionate share hos-
pital, in accordance with paragraphs (2) and
(3) of section 1902(5s);

“(P) that the entity shall report to the
State, at such time and in such manner as the
State shall require, on the rates paid for hos-
pital services (by type of hospital and type of
service) furnished to individuals enrolled with
the entity;

“(Q) detailed information regarding the
relative responsibilities of the entity and the
State, for providing (or arranging for the provi-
sion of), and making payment for, the following
items and services:

“(i) immunizations;
“(i1) the purchase of vaccines;
“(ili) lead screening and treatment

SErvices;
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“(iv) screening and treatment for tu-
berculosis;

“(v) screening and treatment for, and
preventive services related to, sexually
transmitted diseases, including HIV infec-
tion;

“(vi) screening, diagnostic, and treat-
ment services required under section
1905(n);

“(vii) family planning services;

“(viii) services prescribed under—

“(1) an Individual Education

Plan or Individualized Family Service

Plan under part B or part H of the

Individuals with Disabilities Edu-

cation Act; and

“(11) any other individual plan of
care or treatment developed under

this title or title V;

“(ix) transportation needed to obtain
services to which the enrollee is entitled
under the State plan or pursuant to an in-
dividual plan of care or treatment de-
scribed in subclauses (1) and (I1) of clause

(viii); and
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“(x) such other services as the Sec-
retary may specify;

“(R) detailed information regarding the
procedures for coordinating the relative respon-
sibilities of the entity and the State to ensure
prompt delivery of, compliance with any appli-
cable reporting requirements related to, and ap-
propriate record keeping with respect to, the
items and services described in subparagraph
(Q); and

“(S) such other provisions as the Secretary
may require.

“(4) INTERNAL QUALITY ASSURANCE.—A risk
contracting entity meets the requirements of this
section only if such entity has in effect a written in-
ternal quality assurance program which includes a
systematic process to achieve specified and measur-
able goals and objectives for access to, and quality
of, care, which—

“(A) identifies the organizational units re-
sponsible for performing specific quality assur-
ance functions, and ensures that such units are
accountable to the governing body of the entity

and that such units have adequate supervision,
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staff, and other necessary resources to perform
these functions effectively,

“(B) if any quality assurance functions are
delegated to other entities, ensures that the risk
contracting entity remains accountable for all
quality assurance functions and has mecha-
nisms to ensure that all quality assurance ac-
tivities are carried out,

“(C) includes methods to ensure that phy-
sicians and other health care professionals
under contract with the entity are licensed or
certified as required by State law, or are other-
wise qualified to perform the services such phy-
sicians and other professionals provide, and
that these qualifications are ensured through
appropriate credentialing and recredentialing
procedures,

“(D) provides for continuous monitoring of
the delivery of health care, through—

“(i) identification of clinical areas to
be monitored, including immunizations,
prenatal care, services required under sec-
tion 1905(r), and other appropriate clinical

areas, to reflect care provided to enrollees
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eligible for medical assistance under the
State plan,

“(if) use of quality indicators and
standards for assessing the quality and ap-
propriateness of care delivered, and the
availability and accessibility of all services
for which the entity is responsible under
such entity’s contract with the State,

“(iii) use of epidemiological data or
chart review, as appropriate, and patterns
of care overall,

“(iv) patient surveys, spot checks, or
other appropriate methods to determine
whether—

“(1) enrollees are able to obtain
timely appointments with primary
care providers and specialists, and

“(I1) enrollees are otherwise
guaranteed access and care as pro-
vided under paragraph (2),

“(v) provision of written information
to health care providers and other person-
nel on the outcomes, quality, availability,
accessibility, and appropriateness of care,

and
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“(vi) implementation of corrective ac-
tions,

“(E) includes standards for timely enrollee
access to information and care which at a mini-
mum shall incorporate standards used by the
State or professional or accreditation bodies for
facilities furnishing perinatal and neonatology
care and other forms of specialized medical and
surgical care,

“(F) includes standards for the facilities in
which patients receive care,

“(G) includes standards for managing and
treating medical conditions prevalent among
such entity’s enrollees eligible for medical as-
sistance under the State plan,

“(H) includes mechanisms to ensure that
enrollees eligible for medical assistance under
the State plan receive services for which the en-
tity is responsible under the contract which are
consistent with standards established by the ap-
plicable professional societies or government
agencies,

“(1) includes standards for the availability,

maintenance, and review of medical records
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1 consistent with generally accepted medical prac-
2 tice,

3 “(J) provides for dissemination of quality
4 assurance procedures to health care providers
5 under contract with the entity, and

6 “(K) meets any other requirements pre-
7 scribed by the Secretary or the State.

8 “(5) TRANSITIONAL AGREEMENTS WITH ESSEN-
9 TIAL COMMUNITY PROVIDERS.—A risk contracting
10 entity meets the requirements of this section only if
11 such entity complies with the requirements of section
12 1013 of the Bipartisan Health Care Reform Act of
13 1994 (subject to the sunset contained in subsection
14 (J) of such section).
15 “(c) GENERAL REQUIREMENTS FOR PRIMARY CARE

16 CAsSe MANAGEMENT PROGRAMS.—A primary care case
17 management program implemented by a State under this

18 section shall—

19 “(1) provide that each primary care case man-
20 agement entity participating in such program has a
21 written contract with the State agency,

22 “(2) include methods for selection and monitor-
23 ing of participating primary care case management
24 entities to ensure—
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“(A) that the geographic locations, hours

of operation, patient to staff ratio, and other
relevant characteristics of such entities are suf-
ficient to afford individuals eligible for medical
assistance under the State plan access to such
entities that is at least equivalent to the access
to health care providers that would be available
to such individuals if such individuals were not
enrolled with such entity,

“(B) that such entities and their profes-
sional personnel are licensed as required by
State law and qualified to provide case manage-
ment services, through methods such as ongo-
ing monitoring of compliance with applicable re-
quirements and providing information and tech-
nical assistance, and

“(C) that such entities—

“(i) provide timely and appropriate
primary care to such enrollees consistent
with standards established by applicable
professional societies or governmental
agencies, or such other standards pre-
scribed by the Secretary or the State, and

“(i1) where other items and services

are determined to be medically necessary,
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give timely approval of such items and
services and referral to appropriate health
care providers,

“(3) provide that no preapproval shall be re-
quired for emergency health care items or services,
and

“(4) permit individuals eligible for medical as-
sistance under the State plan who have enrolled with
a primary care case management entity to terminate
such enrollment without cause not later than the be-
ginning of the first calendar month following a full
calendar month after the request is made for such
termination.

“(d) EXEMPTIONS FROM STATE PLAN REQUIRE-
MENTS.—A State plan may permit or require an individ-
ual eligible for medical assistance under such plan to en-
roll with a risk contracting entity or a primary care case
management entity without regard to the requirements set
forth in the following paragraphs of section 1902(a):

“(1) Paragraph (1) (concerning statewideness).

“(2) Paragraph (10)(B) (concerning com-
parability of benefits), to the extent benefits not in-
cluded in the State plan are provided.

“(3) Paragraph (23) (concerning freedom of

choice of provider), except with respect to services

*HR 5228 IH



Title 111, Subtitle C

268
described in section 1905(a)(4)(C) and except as re-

quired under subsection (e).
“(e) STATE OpPTIONS WITH RESPECT TO ENROLL-
MENT AND DISENROLLMENT.—
“(1) MANDATORY ENROLLMENT.—

“(A) IN GENERAL.—EXxcept as provided in
subparagraph (B), a State plan may require an
individual eligible for medical assistance under
such plan to enroll with a risk contracting en-
tity or a primary care case management entity
only if the individual is permitted a choice with-
in a reasonable service area (as defined by the
State)—

“(i) between or among 2 or more risk
contracting entities,

“(it) among a risk contracting entity
and a primary care case management pro-
gram, or

“(iii) among primary care case man-
agement entities.

“(B) SPECIAL NEEDS CHILDREN.—

“(i) IN GENERAL.—A State may not
require a child with special health care

needs (as defined in clause (ii)) to enroll
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1 with a risk contracting entity or a primary
2 care case management entity.

3 “(it) DerFINITION.—For purposes of
4 this subparagraph, the term ‘child with
5 special health care needs’ refers to an indi-
6 vidual eligible for supplemental security in-
7 come under title XVI, a child described
8 under section 501(a)(1)(D), or a child de-
9 scribed in section 1902(e)(3).
10 “(2) REENROLLMENT OF INDIVIDUALS WHO
11 REGAIN ELIGIBILITY.—In the case of an individual
12 who—

13 “(A) in a month is eligible for medical as-
14 sistance under the State plan and enrolled with
15 a risk contracting entity with a contract under
16 this section,

17 “(B) in the next month (or next 2 months)
18 is not eligible for such medical assistance, but
19 “(C) in the succeeding month is again eli-
20 gible for such benefits,
21 the State agency (subject to subsection (b)(3)(E))
22 may enroll the individual for that succeeding month
23 with such entity, if the entity continues to have a
24 contract with the State agency under this sub-
25 section.
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“(3) DISENROLLMENT.—

“(A) RESTRICTIONS ON DISENROLLMENT
WITHOUT CAUSE.—EXxcept as provided in sub-
paragraph (C), a State plan may restrict the
period in which individuals enrolled with risk
contracting entities described in paragraph (4)
may terminate such enrollment without cause to
the first month of each period of enrollment (as
defined in subparagraph (B)), but only if the
State provides notification, at least once during
each such enrollment period, to individuals en-
rolled with such entity of the right to terminate
such enrollment and the restriction on the exer-
cise of this right. Such restriction shall not
apply to requests for termination of enrollment
for cause.

“(B) PERIOD OF ENROLLMENT.—Fo0r pur-
poses of this paragraph, the term ‘period of en-
rollment” means—

“(i) a period not to exceed 6 months
in duration, or

“(ii) a period not to exceed 1 year in
duration, in the case of a State that, on
the effective date of this paragraph, had in

effect a waiver under section 1115 of re-
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quirements under this title under which

the State could establish a 1-year mini-

mum period of enrollment with risk con-
tracting entities.

“(C) SPECIAL NEEDS CHILDREN.—A State
may not restrict disenrollment of a child with
special health care needs (as defined in para-
graph (1)(B)(ii)).

“(4) ENTITIES ELIGIBLE FOR DISENROLLMENT
RESTRICTIONS.—A risk contracting entity described
in this paragraph is—

“(A) a qualified health maintenance orga-
nization as defined in section 1310(d) of the
Public Health Service Act,

“(B) an eligible organization with a con-
tract under section 1876,

“(C) an entity that is receiving (and has
received during the previous 2 years) a grant of
at least $100,000 under section 329(d)(1)(A)
or 330(d)(1) of the Public Health Service Act,

“(D) an entity that—

“(i) received a grant of at least
$100,000 under section 329(d)(1)(A) or
section 330(d)(1) of the Public Health

Service Act in the fiscal year ending June
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30, 1976, and has been a grantee under ei-
ther such section for all periods after that
date, and

“(ii) provides to its enrollees, on a
prepaid capitation or other risk basis, all
of the services described in paragraphs (1),
(2), (3), (4)(C), and (5) of section 1905(a)
(and the services described in section
1905(a)(7), to the extent required by sec-
tion 1902(a)(10)(D)),

“(E) an entity that is receiving (and has

received during the previous 2 years) at least

$100,000 (by grant, subgrant, or subcontract)

under the Appalachian Regional Development

Act of 1965,

“(F) a nonprofit primary health care en-

tity located in a rural area (as defined by the

Appalachian Regional Commission)—

*HR 5228 IH

“(i) which received in the fiscal year
ending June 30, 1976, at least $100,000
(by grant, subgrant, or subcontract) under
the Appalachian Regional Development Act
of 1965, and

“(it) which, for all periods after such

date, either has been the recipient of a
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grant, subgrant, or subcontract under such
Act or has provided services on a prepaid
capitation or other risk basis under a con-
tract with the State agency initially en-
tered into during a year in which the entity
was the recipient of such a grant,
subgrant, or subcontract,

“(G) an entity that had contracted with

the State agency prior to 1970 for the provi-

sion, on a prepaid risk basis, of services (which

did not include inpatient hospital services) to

individuals eligible for medical assistance under

the State plan,

“(H) a program pursuant to an undertak-

ing described in subsection (n)(3) in which at

least 25 percent of the membership enrolled on

a prepaid basis are individuals who—

*HR 5228 IH

“(i) are not insured for benefits under
part B of title XVIII or eligible for medical
assistance under the State plan, and

“(i1) (in the case of such individuals
whose prepayments are made in whole or
in part by any government entity) had the
opportunity at the time of enrollment in

the program to elect other coverage of
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health care costs that would have been

paid in whole or in part by any govern-

mental entity,
“(1) an entity that, on the date of enact-
ment of this provision, had a contract with the
State agency under a waiver under section 1115
or 1915(b) and was not subject to a require-
ment under this title to permit disenrollment
without cause, or
“(J) an entity that has a contract with the
State agency under a waiver under section
1915(b)(5).
“(f) STATE MONITORING AND EXTERNAL REVIEW.—

“(1) STATE GRIEVANCE PROCEDURE.—A State
contracting with a risk contracting entity or a pri-
mary care case management entity under this sec-
tion shall provide for a grievance procedure for en-
rollees of such entity with at least the following ele-
ments:

“(A) A toll-free telephone number for en-
rollee questions and grievances.

“(B) Periodic notification of enrollees of
their rights with respect to such entity or pro-

gram.
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“(C) Periodic sample reviews of grievances
registered with such entity or program or with
the State.

“(D) Periodic survey and analysis of en-
rollee satisfaction with such entity or program,
including interviews with individuals who
disenroll from the entity or program.

“(2) STATE MONITORING OF QUALITY AND AC-

CESS.—

“(A) RISK CONTRACTING ENTITIES.—A
State contracting with a risk contracting entity
under this section shall provide for ongoing
monitoring of such entity’s compliance with the
requirements of subsection (b), including com-
pliance with the requirements of such entity’s
contract under subsection (b)(3), and shall un-
dertake appropriate followup activities to ensure
that any problems identified are rectified and
that compliance with the requirements of sub-
section (b) and the requirements of the contract
under subsection (b)(3) is maintained.

“(B) PRIMARY CARE CASE MANAGEMENT
ENTITIES.—A State electing to implement a
primary care case management program shall

provide for ongoing monitoring of the pro-
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gram’s compliance with the requirements of

subsection (c) and shall undertake appropriate

followup activities to ensure that any problems

identified are rectified and that compliance with

subsection (c) is maintained.

*HR 5228 IH

“(C) SERVICES.—

“(i) IN GENERAL.—The State shall
establish procedures (in addition to those
required under subparagraphs (A) and
(B)) to ensure that the services listed in
clause (ii) are available in a timely manner
to an individual enrolled with a risk con-
tracting entity or a primary care case man-
agement entity. Where necessary to ensure
the timely provision of such services, the
State shall arrange for the provision of
such services by health care providers
other than the risk contracting entity or
the primary care case management entity
in which an individual is enrolled.

“(il) SERVICES LISTED.—The services
listed in this clause are—

“(1) prenatal care;

“(11) immunizations;
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“(111) lead screening and treat-
ment;

“(IV) prevention, diagnosis and
treatment of tuberculosis, sexually
transmitted diseases (including HIV
infection), and other communicable
diseases; and

“(V) such other services as the
Secretary may specify.

“(ii) RepORT.—The procedures re-
ferred to in clause (i) shall be described in
an annual report to the Secretary provided
by the State.

“(3) EXTERNAL INDEPENDENT REVIEW.—

“(A) IN GENERAL.—EXxcept as provided in
paragraph (4), a State contracting with a risk
contracting entity under this section shall pro-
vide for an annual external independent review
of the quality and timeliness of, and access to,
the items and services specified in such entity’s
contract with the State agency. Such review
shall be conducted by a utilization control and
peer review organization with a contract under
section 1153 or another organization unaffili-

ated with the State government or with any
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risk contracting entity and approved by the

Secretary.

“(B) CONTENTS OF REVIEW.—AnN external
independent review conducted under this para-
graph shall include the following:

“(i) A review of the entity’s medical
care, through sampling of medical records
or other appropriate methods, for indica-
tions of quality of care and inappropriate
utilization (including overutilization) and
treatment.

“(i) A review of enrollee inpatient
and ambulatory data, through sampling of
medical records or other appropriate meth-
ods, to determine trends in quality and ap-
propriateness of care.

“(ii1) Notification of the entity and
the State when the review under this para-
graph indicates inappropriate care, treat-
ment, or utilization of services (including
overutilization).

“(iv) Other activities as prescribed by
the Secretary or the State.

“(C) AvaiLABILITY.—The results of each

external independent review conducted under
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this paragraph shall be available to the public

consistent with the requirements for disclosure

of information contained in section 1160.

“(4) DEEMED COMPLIANCE WITH EXTERNAL
INDEPENDENT QUALITY OF CARE REVIEW REQUIRE-
MENTS.—

“(A) IN GENERAL.—The Secretary may
deem the State to have fulfilled the requirement
for independent external review of quality of
care with respect to an entity which has been
accredited by an organization described in sub-
paragraph (B) and approved by the Secretary.

“(B) ACCREDITING ORGANIZATION.—AN
accrediting organization described in this sub-
paragraph must—

“(i) exist for the primary purpose of
accrediting coordinated care organizations;
“(i1) be governed by a group of indi-
viduals representing health care providers,

purchasers, regulators, and consumers (a

minority of which shall be representatives

of health care providers);
“(iil) have substantial experience in

accrediting coordinated care organizations,
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including an organization’s internal quality
assurance program;

“(iv) be independent of health care
providers or associations of health care
providers;

“(v) be a nonprofit organization; and

“(vi) have an accreditation process
which meets requirements specified by the
Secretary.

“(5) FEDERAL MONITORING RESPONSIBIL-
ITIES.—The Secretary shall review the external inde-
pendent reviews conducted pursuant to paragraph
(3) and shall monitor the effectiveness of the State’s
monitoring and followup activities required under
subparagraph (A) of paragraph (2). If the Secretary
determines that a State’s monitoring and followup
activities are not adequate to ensure that the re-
quirements of paragraph (2) are met, the Secretary
shall undertake appropriate followup activities to en-
sure that the State improves its monitoring and fol-
lowup activities.

“(g) PARTICIPATION OF CERTAIN PROVIDERS.—

23 Each risk contracting entity shall meet the requirements

24 of section 1013 of the Bipartisan Health Care Reform Act
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1 of 1994 in the same manner as they would apply to a
2 group health plan (when such section becomes effective).
3 “(h) TRANSACTIONS WITH PARTIES IN INTEREST.—

“(1) IN GENERAL.—Each risk contracting en-

tity which is not a qualified health maintenance or-

Public Health Service Act) must report to the State

4
5
6 ganization (as defined in section 1310(d) of the
.
8 and, upon request, to the Secretary, the Inspector
9

General of the Department of Health and Human

10 Services, and the Comptroller General of the United
11 States a description of transactions between the en-
12 tity and a party in interest (as defined in section
13 1318(b) of such Act), including the following trans-
14 actions:

15 “(A) Any sale or exchange, or leasing of
16 any property between the entity and such a
17 party.

18 “(B) Any furnishing for consideration of
19 goods, services (including management serv-
20 ices), or facilities between the entity and such
21 a party, but not including salaries paid to em-
22 ployees for services provided in the normal
23 course of their employment.
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“(C) Any lending of money or other exten-
sion of credit between the entity and such a
party.

The State or the Secretary may require that infor-
mation reported with respect to a risk contracting
entity which controls, or is controlled by, or is under
common control with, another entity be in the form
of a consolidated financial statement for the risk
contracting entity and such entity.

“(2) AVAILABILITY OF INFORMATION.—Each
risk contracting entity shall make the information
reported pursuant to paragraph (1) available to its
enrollees upon reasonable request.

“(i) REMEDIES FOR FAILURE To CoMPLY.—

“(1) IN GENERAL.—ITf the Secretary determines
that a risk contracting entity or a primary care case
management entity—

“(A) fails substantially to provide services
required under section 1905(r), when such an
entity is required to do so, or provide medically
necessary items and services that are required
to be provided to an individual enrolled with
such an entity, if the failure has adversely af-
fected (or has substantial likelihood of adversely

affecting) the individual,;
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“(B) imposes premiums on individuals en-
rolled with such an entity in excess of the pre-
miums permitted under this title;

“(C) acts to discriminate among individ-
uals in violation of the provision of subsection
(b)(3)(D), including expulsion or refusal to
reenroll an individual or engaging in any prac-
tice that would reasonably be expected to have
the effect of denying or discouraging enrollment
(except as permitted by this section) by eligible
individuals with the entity whose medical condi-
tion or history indicates a need for substantial
future medical services;

“(D) misrepresents or falsifies information
that is furnished—

“(i) to the Secretary or the State
under this section; or

“(if) to an individual or to any other
entity under this section; or

“(E) fails to comply with the requirements
of section 1876(i)(8),

the Secretary may provide, in addition to any other
remedies available under law, for any of the rem-

edies described in paragraph (2).
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“(2) ADDITIONAL REMEDIES.—The remedies

described in this paragraph are—

“(A) civil money penalties of not more
than $25,000 for each determination under
paragraph (1), or, with respect to a determina-
tion under subparagraph (C) or (D)(i) of such
paragraph, of not more than $100,000 for each
such determination, plus, with respect to a de-
termination under paragraph (1)(B), double the
excess amount charged in violation of such
paragraph (and the excess amount charged
shall be deducted from the penalty and returned
to the individual concerned), and plus, with re-
spect to a determination under paragraph
(1)(C), $15,000 for each individual not enrolled
as a result of a practice described in such para-
graph, or

“(B) denial of payment to the State for
medical assistance furnished by a risk contract-
Ing entity or a primary care case management
entity under this section for individuals enrolled
after the date the Secretary notifies the entity
of a determination under paragraph (1) and

until the Secretary is satisfied that the basis for
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such determination has been corrected and is
not likely to recur.

The provisions of section 1128A (other than sub-

sections (a) and(b)) shall apply to a civil money pen-

alty under subparagraph (A) in the same manner as
such provisions apply to a penalty or proceeding
under section 1128A(a).

“(j) TERMINATION OF CONTRACT BY STATE.—ANy
State which has a contract with a risk contracting entity
or a primary care case management entity may terminate
such contract if such entity fails to comply with the terms
of such contract or any applicable provision of this section.

“(k) FAIR HEARING.—Nothing in this section shall
affect the rights of an individual eligible to receive medical
assistance under the State plan to obtain a fair hearing
under section 1902(a)(3) or under applicable State law.

“(I) DISPROPORTIONATE SHARE HosPITALS.—Noth-
ing in this section shall affect any requirement on a State
to comply with section 1923.

“(m) REFERRAL PAYMENTS.—For 1 year following
the date on which individuals eligible for medical assist-
ance under the State plan in a service area are required
to enroll with a risk contracting entity or a primary care
case management entity, Federally qualified health cen-

ters and rural health centers located in such service area
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1 or providing care to such enrollees, shall receive a fee for
2 educating such enrollees about the availability of services
3 from the risk contracting entity or primary care case man-

4 agement entity with which such enrollees are enrolled.

5 “(n) SPECIAL RULES.—

6 “(1) NONAPPLICABILITY OF CERTAIN PROVI-

7 SIONS TO CERTAIN RISK CONTRACTING ENTITIES.—

8 In the case of any risk contracting entity which—

9 “(A)(i) is an individual physician or a phy-
10 sician group practice of less than 50 physicians,
11 and
12 “(if) is not described in paragraphs (A)
13 and (B) of subsection (b)(1), and
14 “(B) is at risk only for the health care
15 items and services directly provided by such en-
16 tity,

17 paragraphs (3)(K), (3)(L), (3)(0), (3)(P), and (4)
18 of subsection (b), and paragraph (3) of subsection
19 (f), shall not apply to such entity.

20 “(2) EXCEPTION FROM DEFINITION OF RISK
21 CONTRACTING ENTITY.—For purposes of this sec-
22 tion, the term ‘risk contracting entity’ shall not in-
23 clude a health insuring organization which was used

24 by a State before April 1, 1986, to administer a por-
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tion of the State plan of such State on a statewide

basis.

“(3) NEw JERSEY.—The rules under section
1903(m)(6) as in effect on the day before the effec-
tive date of this section shall apply in the case of an
undertaking by the State of New Jersey (as de-
scribed in such section 1903(m)(6)).

““(0) CONTINUATION OF CERTAIN COORDINATED
CARE PROGRAMS.—The Secretary may provide for the
continuation of any coordinated care program operating
under section 1115 or 1915 without requiring compliance
with any provision of this section which conflicts with the
continuation of such program and without requiring any
additional waivers under such sections 1115 and 1915 if
the program has been successful in assuring quality and
containing costs (as determining by the Secretary) and is
likely to continue to be successful in the future.

“(p) GUIDELINES, REGULATIONS, AND MoDEL CON-
TRACT.—

“(1) GUIDELINES AND REGULATIONS ON SOL-
VENCY.—AL the earliest practicable time after the
date of enactment of this section, the Secretary shall
Issue guidelines and regulations concerning solvency
standards for risk contracting entities and sub-

contractors of such risk contracting entities. Such
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guidelines and regulations shall take into account
characteristics that may differ among risk contract-
ing entities including whether such an entity is at
risk for inpatient hospital services.

“(2) GUIDELINES AND REGULATIONS ON MAR-
KETING.—AL the earliest practicable time after the
date of enactment of this section, the Secretary shall
Issue guidelines and regulations concerning—

“(A) marketing undertaken by any risk
contracting entity or any primary care case
management program to individuals eligible for
medical assistance under the State plan, and

“(B) information that must be provided by
States or any such entity to individuals eligible
for medical assistance under the State plan
with respect to—

“(i) the options and rights of such in-
dividuals to enroll with, and disenroll from,
any such entity, as provided in this section,
and

“(i1) the availability of services from
any such entity (including a list of services
for which such entity is responsible or

must approve and information on how to
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obtain services for which such entity is not
responsible).
In developing the guidelines and regulations under
this paragraph, the Secretary shall address the spe-
cial circumstances of children with special health
care needs (as defined in subsection (e)(1)(B)(ii))
and other individuals with special health care needs.
“(3) MobDEL CONTRACT.—The Secretary shall
develop a model contract to reflect the requirements
of subsection (b)(3) and such other requirements as
the Secretary determines appropriate.”.

(b) WaIvErRs FrROM REQUIREMENTS ON COORDI-

NATED CARE PrRoGRAMS.—Section 1915(b) of such Act

14 (42 U.S.C. 1396n) is amended—

15
16
17
18
19
20
21
22
23
24
25

(1) in the matter preceding paragraph (1), by
striking *“‘as may be necessary” and inserting “, and
section 1932 as may be necessary’’;

(2) in paragraph (1), by striking “a primary
care case management system or’’;

(3) by striking “and” at the end of paragraph
3);

(4) by striking the period at the end of para-
graph (4) and inserting ““, and’’; and

(5) by inserting after paragraph (4) the follow-

ing new paragraph:
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“(5) to permit a risk contracting entity (as de-
fined in section 1932(a)(3)) to restrict the period in
which individuals enrolled with such entity may ter-
minate such enrollment without cause in accordance
with section 1932(e)(3)(A).”.

(c) STATE OPTION TO GUARANTEE MEDICAID ELIGI-
BILITY.—Section 1902(e)(2) of such Act (42 U.S.C.
1396a(e)(2)) is amended—

(1) in subparagraph (A), by striking all that
precedes “(but for this paragraph)” and inserting
“In the case of an individual who is enrolled—

“(i) with a qualified health maintenance
organization (as defined in title XIIl of the
Public Health Service Act) or with a risk con-
tracting entity (as defined in section
1932(a)(3)), or

“(it) with any risk contracting entity (as
defined in section 1932(a)(3)) in a State that,
on the effective date of this provision, had in ef-
fect a waiver under section 1115 of require-
ments under this title under which the State
could extend eligibility for medical assistance
for enrollees of such entity, or

“(ii1) with an eligible organization with a

contract under section 1876,
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1 and who would”,

2 (2) in subparagraph (B), by striking “‘organiza-
3 tion or’’ each place it appears, and

4 (3) by adding at the end the following new sub-
5 paragraph:

6 “(C) The State plan may provide, notwith-
7 standing any other provision of this title, that
8 an individual shall be deemed to continue to be
9 eligible for benefits under this title until the end
10 of the month following the month in which such
11 individual would (but for this paragraph) lose
12 such eligibility because of excess income and re-
13 sources, if the individual is enrolled with a risk
14 contracting entity or primary care case manage-
15 ment entity (as those terms are defined in sec-
16 tion 1932(a)).”.
17 (d) ENHANCED MATCH RELATED TO QUALITY

18 Review.—Section 1903(a)(3)(C) of such Act (42 U.S.C.
19 1396b(a)(3)(C)) is amended—

20 (1) by striking ““organization or by’ and insert-
21 ing “‘organization, by’’; and

22 (2) by striking “section 1152, as determined by
23 the Secretary,” and inserting ‘‘section 1152, as de-
24 termined by the Secretary, or by another organiza-
25 tion approved by the Secretary which is unaffiliated
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with the State government or with any risk contract-

ing entity (as defined in section 1932(a)(3)),”.

(e) AcCUMULATION OF RESERVES BY CERTAIN EN-

TITIES.—ANY organization referred to in section 329, 330,

or 340, of the Public Health Service Act which has con-

tracted with a State agency as a risk contracting entity

under section 1932(g)(3)(A) of the Social Security Act

may accumulate reserves with respect to payments made

to such organization under section 1932(g)(3)(C) of such

Act.

(f) CONFORMING AMENDMENTS.—

(1) Section 1128(b)(6)(C)(i) of such Act (42
U.S.C. 1320a-7(b)(6)(C)(i)) is amended by striking
“health maintenance organization” and inserting
“risk contracting entity”.

(2) Section 1902(a)(23) of such Act (42 U.S.C.
1396a(a)(23)) is amended by striking ‘“‘primary
care-case management system (described in section
1915(b)(1)), a health maintenance organization,”
and inserting “‘primary care case management pro-
gram (as defined in section 1932(a)(1)), a risk con-
tracting entity (as defined in section 1932(a)(3)),”.

(3) Section 1902(a)(30)(C) of such Act (42
U.S.C. 1396a(a)(30)(C)) is amended by striking

“use a utilization” and all that follows through
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“with the results” and inserting “provide for inde-
pendent review and quality assurance of entities with
contracts under section 1932, in accordance with
subsection (f) of such section 1932, with the re-
sults™.

(4) Section 1902(a)(57) of such Act (42 U.S.C.
1396a(a)(57)) is amended by striking “‘or health
maintenance organization (as defined in section
1903(m)(1)(A))” and inserting “‘risk contracting en-
tity, or primary care case management entity (as de-
fined in section 1932(a))”.

(5) Section 1902(a) of such Act (42 U.S.C.
1396a), as amended by sections 3303(a)(1) and
3002(a), is amended—

(A) by striking *““‘and” at the end of para-

graph (61);

(B) by striking the period at the end of
paragraph (62) and inserting *‘; and’’; and

(C) by inserting after paragraph (62) the
following new paragraphs:

“(63) at State option, provide for a primary
care case management program in accordance with

section 1932; and
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“(64) at State option, provide for a program

under which the State contracts with risk contract-
ing entities in accordance with section 1932.”.

(6) Section 1902(p)(2) of such Act (42 U.S.C.
1396a(p)(2)) is amended by striking “health mainte-
nance organization (as defined in section 1903(m))”
and inserting “‘risk contracting entity (as defined in
section 1932(a)(3))".

(7) Section 1902(w) of such Act (42 U.S.C.
1396a(w)) is amended—

(A) in paragraph (1), by striking “section
1903(m)(1)(A)” and inserting  ‘“‘section
1932(a)(3)”, and

(B) in paragraph (2)(E)—

(i) by striking ‘“health maintenance
organization” and inserting “‘risk contract-
ing entity”’, and

(ii) by striking “‘organization” and in-
serting “‘entity”’.

(8) Section 1903(k) of such Act (42 U.S.C.
1396b(k)) is amended by striking ‘“health mainte-
nance organization which meets the requirements of
subsection (m) of this section” and inserting ‘“risk
contracting entity which meets the requirements of

section 1932".
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(9) Section 1903(w)(7)(A)(viii) of such Act (42
U.S.C. 1396b(w)(7)(A)(viii)) is amended by striking
“health maintenance organizations (and other orga-
nizations with contracts under section 1903(m))”
and inserting ‘“‘risk contracting entities with con-
tracts under section 1932”.

(10) Section 1905(a) of such Act (42 U.S.C.
1396d(a)) is amended, in the matter preceding
clause (i), by inserting “(which may be on a prepaid
capitation or other risk basis)” after “payment”.

(11) Section 1916(b)(2)(D) of such Act (42
U.S.C. 13960(b)(2)(D)) is amended by striking
“health maintenance organization (as defined in sec-
tion 1903(m))”” and inserting ‘“‘risk contracting en-
tity (as defined in section 1932(a)(3))”.

(12) Section 1925(b)(4)(D)(iv) of such Act (42
U.S.C. 1396r-6(b)(4)(D)(iv)) is amended—

(A) in the heading, by striking “HmMO”
and inserting “RISK CONTRACTING ENTITY”,

(B) by striking ““health maintenance orga-
nization (as defined in section 1903(m)(1)(A))”
and inserting “risk contracting entity (as de-
fined in section 1932(a)(3)”, and

(C) by striking *‘health maintenance orga-

nization in accordance with section 1903(m)”

*HR 5228 IH



© 00O N O 0o B~ W N P

N N DN DN DD DN P PP PPk PR PR
aa A WO N P O ©W 00 N O 0o b W N B O

Title 111, Subtitle D
296

and inserting “‘risk contracting entity in accord-

ance with section 1932”.

(13) Paragraphs (1) and (2) of section 1926(a)
of such Act (42 U.S.C. 1396r-7(a)) are each amend-
ed by striking “health maintenance organizations
under section 1903(m)” and inserting ‘‘risk con-
tracting entities under section 1932”.

(14) Section 1927(j)(1) of such Act is amended
by striking *“* * * Health Maintenance Organiza-
tions, including those organizations that contract
under section 1903(m)” and inserting ‘‘risk con-
tracting entities (as defined in section 1932(a)(3))”.
(9) EFFecTive DATE.—The amendments made by

this section shall become effective with respect to calendar
quarters beginning on or after January 1, 1995.
Subtitle D—Additional Medicaid
Reforms
SEC. 3301. REDUCTION IN AMOUNT OF PAYMENT ADJUST-
MENTS FOR DISPROPORTIONATE SHARE
HOSPITALS.

() IN GENERAL.—Section 1923 of the Social Secu-
rity Act (42 U.S.C. 1396r-4) is amended by adding at
the end the following new subsection:

“(h) REDUCTION IN FEDERAL FINANCIAL PARTICI-

PATION FOR DISPROPORTIONATE SHARE ADJUST-
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MENTS.—Notwithstanding any other provision of this sec-
tion, the amount of payments under section 1903(a) with
respect to any payment adjustment made under this sec-
tion for hospitals in a State for quarters in a fiscal year
shall not exceed the following percent of the amount other-
wise determined under subsection (f):

“(1) For fiscal years 1995, 1996, 1997 and

1998, 75 percent.
“(2) For fiscal years 1999 and 2000, 70 per-

cent.

“(3) For fiscal years 2001 and 2002, 65 per-
cent.

“(4) For fiscal year 2003 and thereafter, 63
percent.”.

(b) CoNFORMING AMENDMENT.—Section 1923(c) of
such Act (42 U.S.C. 1396r-4(c)) is amended in the matter
preceding paragraph (1) by striking *“(f) and (g)” and in-
serting “(f), (g), and (h)”.

(¢) EFFecTiVE DATE.—The amendments made by
subsections (a) and (b) shall apply to quarters in fiscal
years beginning on or after October 1, 1994.

SEC. 3302. ELIMINATION OF MEDICALLY NEEDY PROGRAM
FOR INDIVIDUALS NOT IN AN INSTITUTION.

(a) IN GENERAL.—Section 1902(a)(10)(C) of the So-

cial Security Act (42 U.S.C. 1396a(a)(10)(C)) is amended
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by inserting “‘such assistance is restricted to individuals

in institutions and’’ after ““, then”.

(b) EFFecTive DATE.—The amendment made by
subsection (a) shall apply to calendar quarters beginning
on or after January 1, 1998.

SEC. 3303. ELIMINATION OF MEDICAID PEDIATRIC IMMUNI-
ZATION PROGRAM.

(a) IN GENERAL.—Effective as if included in the en-
actment of the 13621 of the Omnibus Budget Reconcili-
ation Act of 1993, title XIX of the Social Security Act
Is amended as follows:

(1) Section 1902(a) (42 U.S.C. 1396a(a)) is
amended—
(A) by inserting ““and’”” at the end of para-
graph (60),
(B) in paragraph (61), by striking **; and”
and inserting a period, and
(C) by striking paragraph (62).

(2) Section 1928 (42 U.S.C. 1396s) is repealed.

(3) Section 1903(i) (42 U.S.C. 1396h(i)) is
amended—

(A) by inserting “or” at the end of para-

graph (12),

(B) by striking the semicolon at the end of
paragraph (13) and inserting a period, and
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(C) by striking paragraphs (14) and (15).

(4) Section 1902(a)(32)(D) is amended by
striking *‘before October 1, 1994”.

(5) Section 1902(a) (42 U.S.C. 1396a(a)) is
amended—

(A) in paragraph (11)(B)—

(i) by inserting “and” before “(ii)”,
and

(i) by striking “to the individual
under section 1903, and (iii) providing for
coordination of information and education
on pediatric vaccinations and delivery of

Immunization services” and inserting “‘to

him under section 1903”;

(B) in paragraph (11)(C), by striking *,
including the provision of information and edu-
cation on pediatric vaccinations and the delivery
of immunization services,” and

(C) in paragraph (43)(A), by striking “and
the need for age-appropriate immunizations
against vaccine-preventable diseases”.

(6) Section 1905(r)(1) (42 U.S.C. 1396d(r)(1))
IS amended—
(A) in subparagraph (A)(i), by striking

“and, with respect to immunizations under sub-
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paragraph (B)(iii), in accordance with the
schedule referred to in section 1928(c)(2)(B)(i)
for pediatric vaccines’; and

(B) in subparagraph (B)(iii), by striking
“(according to the schedule referred to in sec-
tion 1928(c)(2)(B)(i) for pediatric vaccines)”.

(b) ESTABLISHMENT OF ALTERNATIVE DELIVERY

PROGRAMS.—

(1) IN GENERAL.—AL the request of a State,
the Secretary of Health and Human Services shall
negotiate and enter into contracts with manufactur-
ers of listed pediatric vaccines (which manufacturers
have entered into agreements under section
1902(a)(32)(D) of the Social Security Act) or with
other licensed distributors of such vaccines to pro-
vide for the delivery of such vaccines under a re-
placement vaccine delivery program described in sec-
tion 1902(a)(32)(D) of the Social Security Act or
under an alternative delivery program described in
paragraph (2).

(2) ALTERNATIVE DELIVERY PROGRAM.—AN al-
ternative delivery program described in this para-
graph is a program operated by a State under which
listed pediatric vaccines are distributed through the

manufacturer (or other licensed distributor) to indi-
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viduals and entities providing such vaccines under
the State plan under title X1X of the Social Security
Act and other providers of vaccines to children who
are in families eligible for premium assistance under
part A of title XXI of such Act if the providers are
registered to participate in the program and if the
State demonstrates that the operation of the pro-
gram under this paragraph will not result in greater
delivery costs or additional purchases of vaccine
than would have resulted under the program de-
scribed in section 1902(a)(32)(D) of such Act.

(3) LISTED PEDIATRIC VACCINE.—In this sub-
section, the term “listed pediatric vaccine’” means a
pediatric vaccine contained on the list established
(and periodically reviewed and as appropriate re-
vised) by the Advisory Committee on Immunization
Practices (an advisory committee established by the
Secretary, acting through the Director of the Cen-
ters for Disease Control and Prevention).

(4) LIMITATION ON PAYMENT.—Section 1903(i)
of the Social Security Act (42 U.S.C. 1396b(i)), as
amended by subsection (a)(3) and section 2002(b),
IS amended—

(A) by striking “or” at the end of para-

graph (13),
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(B) by striking the period at the end of

paragraph (14) and inserting *“; or”, and
(C) by inserting after paragraph (14) the
following:

“(15) with respect to amounts expended for a
listed pediatric vaccine (as defined in paragraph (3)
of section 3303(b) of the Bipartisan Health Care
Reform Act of 1994) if the amounts exceed the ap-
plicable price negotiated under a contract entered

into under subsection (b) of such section.”.
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Subtitle A—Expanding Access in
Underserved Areas
SEC. 4001. COMMUNITY HEALTH AUTHORITIES DEM-
ONSTRATION PROJECTS.

() IN GENErRAL.—Title XIX of the Social Security
Act, as amended by sections 3001(a) and 3201(a)(2), is
amended—

(1) by redesignating section 1933 as section

1934; and

(2) by inserting after section 1932 the following

new section:

““COMMUNITY HEALTH AUTHORITIES DEMONSTRATION
PROJECTS

“Sec. 1933. (a) IN GENERAL.—In order to test the
effectiveness of various innovative health care delivery ap-
proaches through the operation of community health au-
thorities, the Secretary shall operate a program under
which States establish projects to demonstrate the effec-
tiveness of such approaches in providing access to cost-
effective preventive and primary care and related services
for various areas and populations, including low-income
residents of medically underserved areas or for medically
underserved populations. A State may operate more than
one such project.

“(b) SELECTION OF STATE PROJECTS.—
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“(1) IN GENERAL.—A State is eligible to par-
ticipate in the program, and establish a demonstra-
tion project, under this section only if—

“(A) the State submits to the Secretary an
application, at such time and in such form as
the Secretary may require, for participation in
the program; and

“(B) the Secretary finds that—

“(i) the application contains assur-
ances that the State will support the devel-
opment of a community health authority
that meets the requirements of this sec-
tion,

“(i1) the community health authority
will meet the requirements for such an au-
thority under subsection (c),

“(ii1) the State provides sufficient as-
surances that the demonstration project of
a community health authority meets (or,
when operational, will meet) the require-
ments of subsection (d), and

“(iv) the State will comply with the
requirements of subsections (g) and (h).

“(2) CONTENTS OF APPLICATION.—Each appli-

cation submitted under paragraph (1) for a dem-
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onstration project shall include at least the follow-

“(A) A description of the proposed commu-
nity health authority and of the area or popu-
lation that the authority will serve.

“(B) A demonstration that the CHA will
serve at least one geographic area or population
group that is designated as medically under-
served under section 330 of the Public Health
Service Act or as having a shortage of health
professionals under section 332 of such Act.

“(C) An assessment of the area’s or popu-
lation’s need for services and an assurance that
the services of the CHA will be responsive to
those needs.

“(D) A list of the items and services to be
furnished by the CHA under the project, bro-
ken down by those items and services that are
treated as medical assistance under the State
plan under this title and other items and serv-
ices that will be provided by the CHA (either
directly or through coordination with other
entities).

“(E) An assurance that the CHA has en-

tered into (or plans to enter into) written par-
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ticipation agreements with a sufficient number

of providers to enable the CHA to furnish all of

such items and services to enrolled individuals.

“(F) An assurance that the State plan
under this title will provide payment to the au-
thority in accordance with subsection (e).

“(G) Evidence of support and assistance
from other State agencies with responsibility for
providing or supporting the provision of preven-
tive and primary care services to underserved
and at-risk populations.

“(H) A proposed budget for the CHA.

“(3) PeErRIOD OF APPROVAL.—Each project ap-
proved under this section shall be approved for a pe-
riod of not less than 3 years, subject to renewal for
subsequent periods unless such approval is with-
drawn for cause by the Secretary or at the request
of the State.

“(c) CommuNITY HEALTH AUTHORITY (CHA) DE-
FINED.—In this section, the terms ‘community health au-
thority’ and ‘CHA’ mean a nonprofit entity that meets the
following requirements:

“(1) The entity serves (or will serve at the time

it becomes operational under a project) a geographic
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area or population group that includes those
designated—

“(A) under section 330 of the Public
Health Service Act as medically underserved, or

“(B) under section 332 of such Act as a
health professions shortage area.

“(2) The entity enrolls—

“(A) individuals and families who are med-
icaid-eligible;

“(B) within the limits of its available re-
sources and capacity, other individuals who
have incomes below 200 percent of the Federal
official poverty level; and

“(C) within the limits of its available re-
sources and capacity, other individuals and
families who are able to pay the costs of enroll-
ment.

“(3) Through its participating providers, the
entity provides or, through contracts, arranges for
the provision of (or, by the time it become oper-
ational, will so provide or arrange for the provision
of) at least preventive services, primary care serv-
ices, inpatient and outpatient hospital services, and

any other service provided by a participating pro-
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vider for which payment may be made under the
State plan under this title to enrolled individuals.

“(4) The entity must include (to the maximum
extent practicable) as participating providers any of
the following providers that furnish services provided
by (or arranged by) the entity that are located in or
serve the area or population to be covered:

“(A) Federally-qualified health centers.

“(B) Rural health clinics.

“(C) Local public health agencies that fur-
nish such services.

“(D) A hospital (or other provider of inpa-
tient or outpatient hospital services) which has

a participation agreement in effect with the

State under its plan under this title, which is

located in or serving the area or population to

be served.

“(5) The entity may include as participating
providers other providers (which may include private
physicians or group practice offices, other commu-
nity clinics, limited service providers (such as pre-
natal clinics), and health professionals teaching pro-
grams (such as area health educational centers))
and take other appropriate steps, to the extent need-

ed to assure that the network is reasonable in size
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and able to provide (or arrange for the provision of)
the services it proposes to furnish to its enrollees.

“(6) The entity must maintain written agree-
ments with each participating provider under which
the provider agrees to participate in the CHA and
agrees to accept payment from the CHA as payment
in full for services furnished to individuals enrolled
with the CHA.

“(7) Under the written agreements described in
paragraph (6), if a majority of the board of directors
of the entity has determined that a participating
provider is failing to meet any of the requirements
of the participation agreement, the board may termi-
nate the provider’s participation agreement in ac-
cordance with the following requirements:

“(A) Subject to subparagraph (B), prior to
any termination of a provider’s participation
agreement, the provider shall be entitled to 30
days prior notice, a reasonable opportunity to
correct any deficiencies, and an opportunity for
a full and fair hearing conducted by the entity
to dispute the reasons for termination. The pro-
vider shall be entitled to appeal the board of di-

rectors’ decision directly to a committee consist-
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ing of representatives of all of the entity’s par-
ticipating providers.

“(B) If a majority of the board of directors
of the entity determines that the continued par-
ticipation of a provider presents an immediate
threat to the health and safety of patients or a
substantial risk of improper diversion of funds,
the board may suspend the provider’s participa-
tion agreement (including the receipt of funds
under the agreement) for a period of up to 60
days. During this period, the entity shall take
steps to ensure that patients who were assigned
to or cared for by the suspended provider are
appropriately assigned or referred to alternative
participating providers. The suspended provider
shall be entitled to a hearing within the period
of the suspension to show cause why the sus-
pension should be lifted and its participation
agreement restored. If dissatisfied with the
board’s decision, the provider shall be entitled
to appeal the decision directly to a committee
consisting of representatives of all of the enti-
ty’s participating providers.

“(C) For all other disputes between the en-

tity and its participating providers (including
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1 disputes over the amounts due or interim rates
2 to be paid to a provider), the entity shall pro-
3 vide an opportunity for a full and fair hearing.
4 “(8) The entity must be governed by a board of
5 directors that includes representatives of the partici-
6 pating providers and, as appropriate, other health
7 professionals, civic or business leaders, elected offi-
8 cials, and residents of the area or population served.
9 Not less than 51 percent of such board shall be com-
10 posed of individuals who are enrolled in the CHA
11 and who are representatives of the community
12 served.

13 “(d) DEMONSTRATION PROJECT REQUIREMENTS.—
14 The requirements of this subsection, with respect to a

15 demonstration project of a CHA under this section, are

16 as follows:

17 “(1)(A) All services furnished by the CHA
18 under the project shall be available and accessible to
19 all enrolled individuals and, except as provided in
20 subparagraph (B), must be available without regard
21 to an individual’s ability to pay for such services.

22 “(B) A CHA shall prepare a schedule of dis-
23 counts to be applied to the payment of premiums by
24 individuals who are not medicaid-eligible individuals
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which shall be adjusted on the basis of the individ-
ual’s ability to pay.

“(2) The CHA shall take appropriate steps to
emphasize the provision of preventive and primary
care services, and shall ensure that each enrolled in-
dividual is assigned to a primary care physician (to
the greatest extent appropriate and feasible), except
that the CHA shall establish a process through
which an enrolled individual may be assigned to an-
other primary care physician for good cause shown.

“(3) The CHA must make reasonable efforts to
reduce the unnecessary or inappropriate use of hos-
pital or other high-cost services through an emphasis
on preventive and primary care services, the imple-
mentation of utilization review or other appropriate
methods.

“(4) The State must regularly provide the CHA
with information on other medical, health, and relat-
ed benefits that may be available to individuals en-
rolled with the CHA under programs other than the
State plan under this title, and the CHA must pro-
vide its enrolled individuals with enrollment informa-
tion and other non-cash assistance to assist them in

obtaining such benefits.
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“(5) The State and the CHA must meet such

financial standards and requirements and reporting
requirements as the Secretary specifies and must
prepare and submit to the Secretary an annual inde-
pendent financial audit conducted in accordance with
requirements specified by the Secretary.

“(6) In collaboration with the State, the CHA
must adopt and use community-oriented, patient-re-
sponsive quality assurance and control systems in
accordance with requirements specified by the Sec-
retary. Such systems must include at least an ongo-
ing quality assurance program that measures
consumer satisfaction with the care provided under
the network, stresses improved health outcomes, and
operates a community health status improvement
process that identifies and investigates community
health problems and implements measures designed
to remedy them.

“(e) CAPITATION PAYMENTS.—

“(1) IN GENERAL.—Under a demonstration
project under this section, the State shall enter into
an annual contract with the CHA under which the
State shall make monthly payments to the CHA for
covered services furnished through the CHA to indi-

viduals entitled to medical assistance under this title
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in the amount specified in paragraph (2). Payment
shall be made at the beginning of each month on the
basis of estimates of the amounts payable and
amounts subsequently paid are subject to adjust-
ment to reflect the amounts by which previous pay-
ments were greater or less than the amount of pay-
ments that should have been made.

“(2) AMOUNT OF CAPITATION PAYMENT.—The
amount of a monthly payment under paragraph (1)
during a contract year, shall be not less than ¥12 of
the product of—

“(A)(i) the average per capita amounts ex-
pended under this title under the State plan for
covered services to be furnished under the dem-
onstration project for similar Medicaid-eligible
individuals for the most recent 12-month period
ending before the date of the enactment of this
section, increased by (ii) the percentage change
in the consumer price index for all urban con-
sumers (all items; U.S. city average) during the
period that begins upon the expiration of such
12-month period and ends upon the expiration
of the most recent 12-month period ending be-

fore the first month of the contract year for
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which complete financial data on such index is
available, and
“(B) the number of Medicaid-eligible indi-
viduals enrolled under the project as of the
15th day of the month prior to the first month
of the contract year (or, in the case of the first
year for which a contract is in effect under this
subsection, the CHA’s reasonable estimate of
the number of such individuals who will be en-
rolled in the project as of the 15th day of such
month).
“(f) ADDITIONAL STATE ASSISTANCE FOR PLAN-
NING, DEVELOPMENT, AND OPERATIONS.—
“(1) IN GENERAL.—Subject to paragraph (2),
in addition to the payments under subsection (e),
demonstration projects approved under this section
are eligible to have approved expenditures described
in paragraph (3) treated, for purposes of section
1903(a)(7), as expenditures found necessary by the
Secretary for the proper and efficient administration

of the State plan under this title.

*HR 5228 IH



© 00 N O 0o B~ W N PP

N N DN DN DD DN P PP PPk PR PP
o A WO N P O ©W 00 N O O b W N B+ O

Title 1V, Subtitle A
317

“(2) SPECIAL RULES.—

“(A) LIMITATION WITH RESPECT TO ANY
COMMUNITY HEALTH AUTHORITY.—The total
amount of expenditures with respect to any
CHA that may be treated as expenditures for
medical assistance under paragraph (1) for any
12-month period shall not exceed $250,000.

“(B) LIMITATION ON NUMBER OF
YEARS.—The number of 12-month periods for
which expenditures are treated as expenditures
for medical assistance under paragraph (1) for
a CHA shall not exceed—

“(i) 2 for expenditures for planning
and development assistance, described in
paragraph (3)(A), and

“(Gii) 2 for expenditures for oper-
ational assistance, described in paragraph
(3)(B).

“(C) NO RESULTING REDUCTION IN
AMOUNTS PROVIDED UNDER PHSA GRANTS.—
No grant to a CHA or one of its participating
providers under the Public Health Service Act
or this Act may be reduced on the ground that
activities of the CHA that are considered ap-

proved expenditures under paragraph (3) are
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activities for which the CHA or the participat-

ing providers received funds under such Act.

“(3) APPROVED EXPENDITURES.—The ap-
proved expenditures described in this paragraph are
as follows:

“(A) PLANNING AND DEVELOPMENT.—EX-
penditures for planning and development with
respect to a CHA, including—

“(i) developing internal management,
legal and financial and clinical, informa-
tion, and reporting systems for the CHA,
and carrying out other operating activities
of the CHA,;

“(il) recruiting, training and com-
pensating management staff of the CHA
and, as appropriate and necessary, man-
agement and clinical staff of any partici-
pating provider;

“(iil) purchasing essential equipment
and acquiring, modernizing, expanding, or
(if cost-effective) renovating facilities for
the CHA and for participating providers
(including amortization costs and payment

of interest on loans); and
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“(iv) entering into arrangements to
obtain or participate in emerging medical
technologies, including telemedicine.

“(B) OpPerATIONS.—EXxpenditures in sup-

port of the operations of a CHA, including—

*HR 5228 IH

“(i) the ongoing management of the
CHA, including daily program administra-
tion, recordkeeping and reporting, assur-
ance of proper financial management (in-
cluding billings and collections) and over-
sight of program quality;

“(i1) developing and operating systems
to enroll eligible individuals in the CHA;

“(iil) data collection, in collaboration
with the State medicaid agency and the
State health department, designed to
measure changes in patient access to care,
the quality of care furnished, and patient
health status, and health care outcomes;

“(iv) ongoing community outreach
and community education to all residents
of the area or population served, to pro-
mote the enrollment of eligible individuals
and the appropriate utilization of health

services by such individuals;
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“(v) the establishment of necessary
reserves or purchase of stop-loss coverage;
and

“(vi) activities relating to health pro-
fessions training, including residency train-
ing at participating provider sites.

“(g) ADDITIONAL REQUIREMENTS.—

“(1) MANDATORY ENROLLMENT OF MEDICAID-
ELIGIBLE INDIVIDUALS.—Notwithstanding any pro-
vision of section 1903(m), a State participating in a
demonstration project under this section may, until
December 31, 1997, require that each medicaid-eli-
gible resident in the service area of a CHA operating
under the project is not eligible to receive any medi-
cal assistance under the State plan that may be ob-
tained through enrollment with the CHA unless the
individual receives such assistance through enroll-
ment with the CHA.

“(2) CONTINUED ENTITLEMENT TO ADDI-
TIONAL BENEFITS.—In the case of a medicaid-eligi-
ble individual enrolled with a CHA under a dem-
onstration project under this section, the individual
shall remain entitled to medical assistance for serv-
ices which are not covered services under the project,

until December 31, 1997.
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“(3) HMO-RELATED REQUIREMENTS.—A CHA
under this section shall be deemed to meet the re-
quirements of section 1903(m) (subject to paragraph
(1)) in the same manner as an entity listed under
section 1903(m)(2)(G).

“(4) OUTSTATIONING ELIGIBILITY WORKERS.—
Under the project, the State may (in addition to
meeting the requirements of section 1902(a)(55)
until December 31, 1997) provide for, or pay the
reasonable costs of, stationing eligibility workers at
appropriate service sites under the project, and may
permit medicaid-eligible individuals to be enrolled
under the State plan at such a CHA or at such a
site.

“(5) PURCHASE OF STOP-LOSS COVERAGE.—
The State shall ensure that the CHA has purchased
stop-loss coverage to protect against default on its
obligations under the project. If an entity otherwise
qualified to serve as a CHA is prohibited under
State law from purchasing such coverage, the State
shall waive the application of such law to the extent
necessary to permit the entity to purchase such cov-
erage.

“(h) EVALUATION AND REPORTING.—
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“(1) CHA.—Each CHA in a State with a dem-

onstration project approved under this section shall

prepare and submit to the State an annual report on

its activities during the previous year.

“(2) STATE.—Taking into account the reports
submitted pursuant to paragraph (1), each State
with a demonstration project approved under this
section shall prepare and submit to the Secretary an
annual evaluation of its activities and services under
this section. Such evaluation shall include an analy-
sis of the effectiveness of the project in providing
cost-effective health care to enrolled individuals.

“(3) REPORT TO CONGRESS.—Not later than
June 30, 1997, the Secretary shall submit to Con-
gress a report on the demonstration projects con-
ducted under this section. Such report shall include
an analysis of the effectiveness of such projects in
providing cost-effective health care for the areas or
populations served.

“(i) COLLABORATION IN ADMINISTRATION.—InN car-
rying out this section, the Secretary shall assure the high-
est possible level of collaboration between the Health Care
Financing Administration and the Public Health Service.
Such collaboration may include (if appropriate and fea-

sible) any of the following:
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“(1) The provision by the Public Health Service

of new or increased grant support to eligible entities
participating in a CHA, in order to expand the avail-
ability of services (particularly preventive and pri-
mary care services).

“(2) The placement of health professionals at
eligible locations and collaboration with Federally-
assisted health professions training programs located
in or near the areas served by community health
authorities.

“(3) The provision of technical and other non-
financial assistance.

“(j) DEFINITIONS.—IN this section:

“(1) MEDICAID-ELIGIBLE INDIVIDUAL.—The
term ‘medicaid-eligible individual’ means an individ-
ual described in section 1902(a)(10)(A) and entitled
to medical assistance under the State plan.

“(2) PARTICIPATING PROVIDER.—The term
‘participating provider’ means, with respect to a
CHA, a provider that has entered into an agreement
with the CHA for the provision of covered services
under a project under this section.

“(3) PREVENTIVE AND PRIMARY CARE SERV-
ICES.—Preventive’ and ‘primary’ services include

those services described in section 1905(1)(2)(A) and

*HR 5228 IH



Title 1V, Subtitle A
324

included as Federally qualified health center

services.”.

(b) ExcepTioN To ANTI-KICKBACK LAw.—Section
1128B(b)(3) of such Act (42 U.S.C. 1320a-7b(b)(3)) is
amended—

(1) by striking “and” at the end of subpara-

graph (D),

(2) by striking the period at the end of sub-
paragraph (E) and inserting **; and”’, and

(3) by adding at the end the following new sub-
paragraph:

“(F) any remuneration paid, or received,
by a Federally qualified health center, rural
health clinic, or other entity which is a partici-
pating provider under a demonstration project
under section 1933 as part of an arrangement
for the procurement of goods or services or the
referral of patients or the lease or purchase of
space or equipment.”.

(¢) TRANSITION.—A premium subsidy eligible indi-
vidual may use premium assistance certificates issued
under title XXI of the Social Security Act to purchase
qualified health coverage offered by a community health
authority that complies with the requirements for a carrier

under title I.
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(d) EFFecTive DATE.—The amendments made by
this section shall take effect on the date of the enactment
of this Act.

SEC. 4002. HEALTH CENTER PROGRAM AMENDMENTS.

(2) AUTHORIZATION OF GRANTS FOR NETWORK DE-
VELOPMENT.—

(1) MIGRANT HEALTH CENTERS.—

(A) IN GENERAL.—Section 329 of the

Public Health Service Act (42 U.S.C. 254b) is

amended by adding at the end the following:

“(j)(1) The Secretary may make a grant, to an entity
receiving a grant under this section or to a group of such
entities, to support the planning and development of
health service networks (as defined i